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New Nokia 6610 with Tri-band GSM 900/1800/1900 enables you to travel on business or 


pleasure and still stay in touch. Add to it features like high resolution colour display, MMS, 


Polyphonic ring tones, 4-way scroll key and Java™, and you'll know why it’s the perfect 
business companion. You might call this the best thing to have happened to your business 


life. At Nokia we call this human technology™. 


r y 1 ^ in Tm ' A "» f P P 1] ir f ` r 
insist on jinal Nokia India Warranty safeguard aga st buying 
è " f 


Vi. LLU 


ref 


urbished 


OT 


tampered 





D 





Welcome to a world of difference. 


IV Lowest EMI - Rs.910*. Mí Longest repayment period -25 years. 
W No upper limit. M No prepayment penalty. 


Highlights 


, 

» Rate of Interest as low as 9.2596 under TT a O P R ute 
floating option and 9.7596 under fixed 1 Uu 
option on daily reducing balance** p | | i * " 

> The loan is available for construction/ : es t Va | Cas Ó n 
purchase of House/Flat, for purchase of B " TR 
plot & for carrying out repairs/ On an Z 71 
renovations/ additions/alterations/ Offer open for a limited period 
furnishings to your existing house/ flat 


>» Repayment in maximum 300 EMIs SPECIAL FEATURES 
* Loan is also available on first Power of > No Processing Fee for all Retail Loans 
Attorney basis > Full waiver of Upfront Fee & Documentation Fee for 
* Housing Loans *Car Loans *Personal Loans 
Rate of Interest p.a.(96) *Loans for Doctors *Pensioner's Loans 
Repayment tenor Fixed Option Floating Option > Free Housing Insurance Cover for Housing Loan 
Upto 5 years 975 9.25 for 10 years*. | 
Above 5 years & upto 20 years 10.50 975 > Rebate in interest - Car Loans & Personal Loans 
Above 20 years & upto 25 years — 11.00 10.25 > No hidden costs. 
* on Rs. 1 lac. for 25 years ** Conditions apply 


*Conditions apply 


You can also transfer your existing home loan availed from any other Bank/Financial Institution 


For details, contact our nearest branch or visit www pnbindia.com 


O punjab national bank 


Perfect-10/1828/02 


...the name you can BANK upon! 
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E Today's television soaps cannot be 
called a reflection of Indian society 
(‘Kahani Ghar Ghar Kii’, BW, 6 Janu- 
ary). They cannot be compared to the 
likes of Humlog and Buniyaad. While 
Humlog beautifully presented the so- 
cial and domestic problems of the 
middle-class Indian, Buniyaad por- 
trayed the emotions and values of life 
of a commoner. 

Today's soaps have a vulgar dis- 
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NON-PERFORMING DIRECTORS 


Your story on independent directors was 
very thought provoking ('Can You Face 
Them?, BW, 16 December). Another 


issue covered a new 
facet of business. It is 





pers Fax: 23307454 
Subscription Rates 








nd ui a Al 
ite al ee be arri 






sil Industrial Aten, i 
01 fup and published from 


umar Basu su on behalf of ABP P Pot Lu 


practice that needs to be corrected is let- 
ting non-performing directors stay on 
the board term after term. The directors 
achievements should be audited against 
the corporate goals. Also, successive un- 
der-achievement should disqualify the 
directorship automatically. 

SATIMAM 

Via email 


DON'T CRY OVER SPILT MILK 


Your cover story on the Securitisation 
Act (‘There Are No Excuses Now’, BW, 23 
December) is timely. Banks need to un- 
derstand the importance of careful as- 
sessment of the loan repayment poten- 
tial of the project and the track record of 
the loan applicant organisation before 


the loan is sanctioned. There should bea 


thorough study of the product, market 
and the financial expertise to run the or- 


ganisation profitably. There should bea 


system to monitor project implementa- 
tion and adherence to the repayment 
schedule. If this is not done, how can we 
prevent the likes of the Mardias from 


eternity, but even today, 











play of money, power, Bes. ani 
treachery. Infidelity, premarital Sex, 
having kids out of wedlock and do- 
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the norm. Most of us have a ‘basic | 


personality which is almost perma- 


nent and does not change every sea- 
son like these serials portray. 

SANJAY KAPOOR 

Pune — 


striking again? Banks should have the 
loans approved by professional bodies - 
like ICAI. Moral of the story: don't try to 
lock the stable after the horse has bolted! 
P.V. SANTHANAKRISHNAN i 

Via email 


CLARIFICATION 


In the ‘Rise Of The Phoenix’ (BW, 30 De- 
cember), we said that PUKAR, a charita- 
ble trust, agitated against I Phoenix Mills. 
The demonstrations were organised by . 
Girni Kamgar Sangharsh Samiti, a trade © 
union representing mill workers and not 
PUKAR. The study by Shekhar Krishnan, 
now with PUKAR, was published as a 
pamphlet by the Girangaon Bachao An- 
dolan and Lokshahi Hakk Sanghatana. It 
has nothing to do with PUKAR or its 
sponsors like the Chicago University. 


CORRIGENDUM 


Aravind Nagarajan, who wrote the anal- 
ysis for ‘Adopt A Service Mindset’ (BW, 
13 January) is CEO (retail), Dr Morepen 
Lifespring. 

We regret the errors. 


Ku te ee 1 


3 “Letters can also be sent to a 
i _editor@bworidmail. com g ; 
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Explore the $600 billion business opportunity in infrastructure 
Airports & Aviation e Capital Goods e Construction e Logistics e Ports & Shipping 
bal e Power & Non Conventional Energy e Railways e Roads & Highways e Rural Infrastructure 
e Telecom e Urban Infrastructure & Housing e Water 
Highlights 
Conferences 
Topics cover critical areas of all sectors of infrastructure industry 
: CEOs' Conclave 
Opportunity to interact with peers, experts and senior Govt officials 
Infrastructure Quiz 
Anchor: Mr. Siddhartha Basu 


The Great Debate 
“The Government has to be in Infrastructure." 


Awards Nite 
Awards for Excellence in Infrastructure 


Exhibitor Profile 
e Equipment Suppliers e Contractors e Consultants e Central Government 
e PSUs e Service Providers e Developers e Operators 
e Financial Institutions/ Banks e State Governments e State Corporations 




















Countries Participating 
Austria e Canada e China e Denmark e France e Germany e Hungary 
e Italy e Malaysia e Singapore e South Africa e UAE e UK e USA 





F For further details and registration, contact : 
" Prabha Nair / Deepak Juneja 
Confederation of Indian Industry 
Tel : 24682230-35 Fax : 24682229, 24682236. 
E-mail : prabha.nair Q ciionline.org; deepak.juneja Q ciionline.org Web: www.tiisindia.com 
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COVER STORY 


o Making Inroads 


Its one thing to be a large player in the agri-comm- 
odity space. It is another thing to invent innovative 
business models in an agri-market teeming with 
infrastructure hurdles and ancient practices. That is 
exactly what ITC's International Business Division 
has set to do. After registering initial success in the 
soya markets of Madhya Pradesh, it has moved to 
Uttar Pradesh’s wheat markets. If the model works, 
by 2007, ITC will roll it out across 100,000 villages in 
15 states. Can it pull it off? 
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LEAD STORIES 
. . LMOST everything about 
& Emerging Giants nv agriculture is de- 


pressing. Our farm pro- 
ductivity is among the lowest in 
the world. Our farmers have lim- 
ited access to credit, quality in- 


Krishna 
Palepu 


What's common to South 
African Breweries, Infosys 
and Samsung? An interview 





, ^ with Harvard Business puts and technical know-how. 
a School's Krishna Palepu The process of bringing produce 
N \ provides the answers. to the market is inefficient. 





But I feel a little hopeful after go- 
ing through this weeks cover story. Some three years ago, a 
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In the coffee chain's big-bang 
rollout, profits were given the 
short shrift. But not anymore. 
The Tatas are making sure 
that Barista spruces up its act 
to take on competition — 
from current and future rivals. 
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MANAGEMENT MANTRAS “Most management 
books are about tools,” says Peter Drucker. Here 
are two that are not. 
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handful of private sector companies — some of India’s best- 
known corporations — began an experiment on the fringes 
of India's farm sector. Using innovative business models, 
these corporations sought to bring some order into India's 
disorganised agri-markets along with much-needed suc- 
cour for farmers. When BW first wrote about it (see 'The 
Roots Of Success, BW, 4 February 2002), most of these mod- 
els were still in their infancy. It was still too early to say 
whether these models would become growth drivers for 
Corporate India and make a difference to agriculture. 


Today, the picture is somewhat clearer. Among the various 
initiatives, ITC's innovative e-choupal model has achieved 
maximum traction, and chairman, Y.C. Deveshwar, is talk- 
ing of covering 100,000 villages by 2007. Of course, much of 
it hinges on whether ITC can replicate its initial success in 
Madhya Pradesh in other states too. Assistant editor 
Charles Assisi, who had travelled to ITC's original test site in 
MB hit the road once again, this time to the interiors of UP 
where it's making a thrust. Along with senior associate edi- 
tor Indrajit Gupta, he then got a perspective from chairman 
Deveshwar and Shiv Sivakumar, CEO of ITC's International 
Business Division, to discuss the challenges facing the firm 
as it begins to scale up its model. Meanwhile, assistant edi- 
tor Ranju Sarkar provides an update on why the other agri- 
initiatives launched by the Mahindras, Rallis, Nagarjuna 
Fertilisers and Tata Chemicals are making slow progress. 


Also, don't miss our interview with Krishna Palepu of the 
Harvard Business School. He talks about his path-breaking 
research on what makes Samsung, Infosys and others — all 
world-class companies from emerging markets — tick. 


un 


(AVEEK SARKAR) 
CHIEF EDITOR 
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@ SPOTLIGHT/DUAL NATIONALITY 


Rights — And Wrongs 


HE importance of being Indian is on everyone's mind. As 
T the government began rolling out the red carpet for Indi- 

ans who had made good in other countries and the media 
brought out special issues extolling the achievements of a di- 
aspora distinguished by its ‘strong sense of Indianness’, deputy 
_ prime minister L.K. Advani announced the ultimate honour. 

People of Indian origin (PIOs) would be granted Indian cit- 
izenship if they fitted the bill, he said. There are 20 million PIOs 
in over 110 countries, but not all would be eligible to become 
Indian citizens again. Only citizens of the US, the UK and a few | 
other European nations, Canada, Australia, New Zealand and 
Singapore would be entitled to this honour — apparently on 
the basis of reciprocity. And even then it would not be an auto- 
matic right; the government would bestow citizenship only on 
those it deemed worthy. 

But while welcoming the elect, Advani was showing the 
door to several others who are technically PIOs — 11,500 Pak- 
istanis and 15 million Bangladeshis who, he says, are staying il- 
legally in India. “Immediate steps should be taken to identify 











“So much of the craziness of 
this past period has been 
about looking for... shortcuts. 
If you sold cars, say, you had 
to find a way to get out of the 
business, or if you were a 
water utility, you had to get 
into the media business." 





Lindsay Owen-Jones, CEO, L'Oreal, commenting on corporate 
highfliers like Vivendi Universal under Jean-Marie Messier 





ERROR ERE EER EEE EEE EERE EEE ETHER TEER EE EEE EEE EEE E TEETH EEE EEE EEE EEEE EEE EE EE haha hsec | 


T 

Today the Indo-Pakistani relationship is less 
developed than that between the US and the 
Soviet Union at the height of the cold war." 


US State Department director Richard Haas 
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(€ 
No one wants to see 100 


copies of Madonna or Michael 
Jordan. But it would be tragic if 
this outrage spills over into 
legitimate medical research." 


Dr. Robert Lanza, medical director of 
biotech firm Advanced Cell Technology 








them, locate them and throw them out. The states (where they 
are staying) should launch special drives to detect and deport 
these foreigners," Advani said. In fact, residents in the 13 states 
where the illegal immigrants are said to be concentrated will 
be given identity cards to weed out the foreigners. 

The illegal influx has been cited as a security threat for In- 
dia by Advani. This has raised an interesting point both with 
Indians and PIOs who believe that India follows an untenable 
policy on immigrants and citizenship. As one indignant Amer- 
ican of Indian origin wrote recently to the online NRIOL.com: 
"Four million Nepalis legally work and live in India without 
work permits or any such thing. Nepalis are foreigners, 
aren't they? So how come Indians holding foreign passports 
can't work and live in India without needing visas? This is... 
ridiculous...." 

The issue of dual nationality has been an emotive issue for 
the diaspora, many of them fifth generation émigrés who still 
have strong links with their country of origin. Security con- 
cerns have often been cited for Delhi's reluctance to concede 
nationality, but in a world of blurring borders, dual or even 
multi-citizenship is becoming a distinct trend. A second, or, 
perhaps, a third passport is not just a link to a homeland, it's an 
escape hatch, a glorified travel visa — some PIOs are bound to 
make it a status symbol — as also a licence to do business and 
give the holders a stake in economies where some sectors are 





@ SECOND TAKE/ 
RATAN TATA 


The Old 
Order — 22 
Changes... 






man of Tata Sons on 29 December 2002, it was a non- 
event. Says a Tata employee: “I dont think anyone no- 


| W HEN Ratan Naval Tata stepped down as executive chair- 
| 
| 


| ticed.” One reason why it's been such a quiet fadeout is that 


Ratan Tata did not have operational control of any company. 


| He was executive chairman of just Tata Sons, the privately- 
| owned holding company, till he stepped down last month. He 


had been executive chairman of Telco since 1988 but that was 
a post he had relinquished on 31 January 2001. So in every 
sense, it was business as usual when Ratan Tata stepped down. 
No memos, no Successors. 

It has been a bruising 11 years for the man, and the critics 
haven't been kind. The manufacturing-heavy group has lost 
battles of market capitalisation and public image time and 
again to New Economy upstarts. The group has been trying to 
shift the balance by betting heavily on telecom services and re- 
tailing. Both businesses are in the early stages of investment 
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still barred to foreign investment. 

Indians in North America have been lobbying for dual 
citizenship with a barrage of letters along with a signature 
campaign to prime minister Atal Bihari Vajpayee. The dual 
citizenship announcement, timed for the opening of the 
Pravasi Bharatiya Divas extravaganza last Thursday, is in- 
tended to mollify what is seen as a BJP constituency. This 
has expectedly invited flak from some quarters. Questions 
have been raised about the rationale for spending 
Rs 11 crore — the expenses have already overshot the 
initial budget of Rs 4 crore and are still rising — to fete 
overseas Indians. a 


STARRING JOHN NASH 
Game theory is the flavour of the week 
with mathematics Nobel laureate 
John Nash and others of his tribe 
making a splash in Mumbai and 
Delhi. Nash, of course, is the one 
everyone wants to meet — to see the 
man behind Russell Crowe's star 
performance in A Beautiful Mind 





FROM TRINITY TO BOLLYWOOD? 

| Nobel Prize winning economist Amartya Sen may have 
a new career opening — as a film star. Sen, who is stepping 
down as master of Trinity College, Cambridge, to return to his 
old job as Lamont professor of political economy at Harvard, 
has reportedly been sounded out for a role in a Bollywood 
movie. Producer Vinta Nanda wants Sen and his daughter, 
Nandana, to act in White Noise, which is being shot this year 





THE GUARANTEES COME HOME TO ROOST 
Nothings safe from the clutches of lenders, not even govern- 
| ment offices. A Debt Recovery Tribunal in Mumbai has autho- 
_ rised IDBI and IFCI to attach the offices of the secretaries of 
the co-operatives and textiles departments in Mantralaya, the 
Maharashtra governments office. IDBI and IFCI are trying to 
recovery the Rs 50.69 crore owed to them by the Sindkheda 
| Cooperative Sugar Factories. The Maharashtra government 
expansion and it's too early to say how either will pan out. guarantees the loans of sugar co-operatives 

The biggest criticism against Ratan Tata has been against 
his mission to integrate the various group companies into a 
tightly-knit group, and for attempting to do so with scanty Information and broadcasting minister 
shareholding control and even less managerial control. Hehas | Sushma Swaraj thinks that condoms on 
spent alot of time and energy dismantling fiefdoms and insist- | TV are plain embarrassing. She believes 
ingon the use of the Tata brand and other norms. But to what that featuring condoms in an anti-AIDS 
purpose? As one consultant observed: "Rabbits always jump campaign only encourages sex instead 


ANTHONY LAWRENCE 








NO CONDOMS PLEASE, WE ARE DD 


in different directions. You can't teach them to jump in onedi- | of curbing the spread ofthe disease, 
rection." It did not help that business performance was slip- according to a newspaper report. So, 
ping steadily during this period. But things have begun falling | national broadcaster Doordarshan 
into place. The Group Executive Office (GEO), the central _ has been told to pull out the TV spots 


monitoring authority set up by Ratan Tata, is no longer looked that promote the offending item 
upon with suspicion. Its authority is acknowledged and differ- 
ent company managements now discuss corporate strategy PULLING THE RIGHT STRINGS 
with the GEO. All except the Krishna Kumar-managed Indian Anoushka Shankar has been nominated for a Grammy for her 
Hotels and Tata Tea. They keep a polite distance from each Live at Carnegie Hall album. She will be following in Papa Ravi 
other despite the occasional skirmish over issues like the price | Shankar's footsteps if she wins it at the 45th Grammy Awards 
Tata Tea paid for Tetley. Titan, another of the ‘difficult compa- | ceremony next month. Ravi Shankar won his third Grammy 
nies, has fallen into line after a new management took over. | last year for the album Full Circle: Carnegie Hall 2000 

The best vindication of Ratan Tata's line will be the better | 
performance of the companies which are finally showing signs | NEW WHEELS FOR JAMES BOND? 
of a recovery after a continual decline since 1995. Till last year, | Dilip Chhabria's luxury prototype AMV8 Vantage Concept’ for 
13 of the groups top companies, which account for 90% ofits | Aston Martin was unveiled at the international motor show in 
profitability and about 75% of the topline, were not even meet- s Detroit. This is the first time 
ing their weighted average cost of capital. By the end of this fi- j that an international car- 
nancial year the group might recover this cost. Ratan Tata's pet maker has utilised the ser- 
project, the Indica, is now the toast of the small car market. vices of an Indian design 
Tata Steel has managed to beat the depressing steel market firm for prototype building. 
and Tata Consultancy Services (although a private company Aston Martin cars fre- 
but counted in the Top 13) is going from strength to strength. quently feature in James 

But one fact will continue to rankle: the Tatas are no longer Bond movies. So don't be 
Indias biggest business group. Even as Ratan Tata was trying to surprised if you see Pierce 
get a grip on the group, Reliance had cantered past and looks | Brosnan driving this car in 
well set to widen the lead. " the next thriller 
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Dear Bimal, 


UR national pride is bubbling this Yuletide season. 
Although we will post around 5.4% GDP growth, 
there are some indications that the economy is look- 
ing up. Manufacturing growth is 7.5% and rising, or- 
der books are fuller than they have been in the last 
three years, inflation is around 3%, and, after a nasty hiccup, 
disinvestment seems to have got back on the rails. 

Most of all, our forex coffers are bursting at the seams — 
all set to cross the $70-billion mark. With over 15 months’ 
import cover, the finance minister can afford to say: “Do 
what you want in the Gulf, and we will still have enough 
moolah to ride any oil price shock.” Great stuff, this! 

And yet, I get a nasty feeling that, sitting on the 18th floor 





= of the RBI (Reserve Bank of India) building, you are a wor- 


ried man. Not about the real sector, which is trotting along 


- nicely. But about this unnaturally large forex build- 


up, and what it can do to the exchange rate. 
To be sure, economic indicators look 

promising. Even so, our pace of reforms 

hasn't really set the Ganges on fire. I 


‘mean, however good we may be, India 


is not the pick of 2002. So, why have 
our forex reserves shot up by a stag- 
gering $20 billion — from $49.5 bil- 
lion in January 2002 to $69.5 billion in 
the second half of December 2002? 
What is the great reform magic that 
has increased net inflows by almost 
40% in a calendar year? 

You know the answer, and that's why I 
surmise that you are probably a worried man. 
Honestly, it has little to do with the pick-up of re- 
forms in the last couple of months, or the relatively stable 
macroeconomic outlook. Instead, it has much to do with 
the huge interest rate differential between the one-year 
London Inter-Bank Rate (LIBOR) and the yield on one-year 
Government of India (Gol) securities. Simply put, I suspect 
that we are in the midst of systematic interest as well as ex- 
change rate arbitrage. 

Consider the data. Today, one-year LIBOR stands at 
1.7%, while the yield on 365-day Gol paper is 5.5%. Suppose 
I was a US institutional investor called Oscar, and I bor- 
rowed US dollars at LIBOR plus 50 basis points, it would 
cost me 2.2%, If I then invested the dollars in 365-day Gol 
paper, I would expect to get 5.596. Suppose further that I am 
risk averse, and bought forward cover to hedge against ex- 
cessive depreciation, and that it cost an extra 1%. After a 
year, I would then coolly net 2.3% (5.5% — 2.2% minus 1% 
exchange cover). Give and take another 25 basis points, this 


OMKAR GOS 


HUGE INTEREST RATE 
ARBITRAGE IS FURTHER 
BOOSTING OUR FOREX 
RESERVES, BUT IS IT 
REALLY HELPING THE 
INDIAN ECONOMY? 


E 


WAMI 





ARBITRAGE AND RICHES 


is my pure interest rate arbitrage — money that I will get 
while I laugh my way to the bank. 

In fact, as you know well, matters are grim. Thanks to a 
combination of a weaker dollar and not enough Indian de- 
mand for dollars, the exchange rate has steadily appreci- 
ated since July 2002. The annualised appreciation of the ex- 
change rate since 1 July has been 2.9%. So, if one adds the 
exchange appreciation effect to the pure interest rate arbi- 
trage, the spread widens to 5.2% — manna from heaven. 

What we are, therefore, looking at is the increasingly vi- 
cious cycle of plenty. The interest differential at the short 
end of the yield curve is attracting dollars to reap interest 
rate arbitrage. As these dollars pour in — and without there 
being a growth in the real sector’s demand for dollars — 
there is an upward pressure on exchange rates. Until July 
2002, RBI fought this by actively buying dollars and keeping 
the exchange rate in the Rs 48.85 and Rs 49.05 band. But in- 

tervention is not costless, and involves sterilising the 
consequential increase in money supply. 

Therefore, RBI intervention has slackened 

off. And as the dollars poured in, the ex- 
change rate steadily appreciated to 
Rs 47.96 on 27 December. With each 
basis point of exchange rate appreci- 
ation, the arbitrage spread widened 
— which, in turn, served to suck in 

even more dollars. 
Is there a way out? Yes. But it 
needs some tough decisions. First, 
you need to convince the finance min- 
ister that while flat chapatis are good for 
eating, they are not good descriptors of 
yield curves. You can't have a healthy money 
and forex market where the 1-year yield is 5.5%, 
while the 10-year yield is 6.5%. The FM must agree to cut- 
ting short-term interest rates. You reduce the short-end in- 
terest spread to under 2% and the arbitrage will gradually 
taper off. And you can do this by swapping fixed coupon T- 
bills for variable interest rates. Second, the time has come to 
restructure the tenures and interest payable on all the 
grossly lucrative NRI deposit schemes. Third, deregulate 
the savings account interest rate. Fourth, the FM has to bite 
the bullet and cut small savings rate by at least 196. Fifth, RBI 
can occasionally burn some arbitrageurs by randomly large 
dollar buys. But I suspect that is not the solution. Finally, 


there is serendipity. 
Which of these will it be? You know better than most. 
With regards, 
Omkar 


The author is chief economist, Confederation of Indian Industry. 
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Naidu & The 
Art of Selling 


VIDYA VISWANATHAN 








Computer Services 
Corps India head 
Arun Maheshwari 
de a taste of 
Boo 





When it comes to wooing IT investors 
there is no one who can beat Chan- 
drababu Naidu. Other chief ministers 
have often wondered how Naidu has 
managed to build up such a hype for Hy- 
derabad — indeed, at the recently-held | 
Infocomm 2002, the Businessworld- — . 
Nasscom IT event in Kolkata, this £- 
was the secret that every other state 
functionary wanted to be in on. Es- 
pecially as the race to attract IT X. 
firms is hotting up. Large multina- 
tional companies, like IBM, EDS, CSC 
and Accenture, are keen to scale up 
here now. And the business sz 
process outsourcing (BPO) op- 
portunity has begun exploding. 
Obviously, every chief minister 
wants his share of such firms. 

A birds eye view of how 
Naidu operates. 





























J > 
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RUN  Mahesh- 

wari, managing di- 

rector and CEO of 

the Indian opera- 

tions of the 
$11.42-billion IT ser- 
vices giant, Compu- 
ter Sciences Corpo- 
ration (CSC), plans 
to set up a devel- SE —^ 
opment centre in —— 
south India. His 700- 
man CSC India is targeting a 10096 
growth rate for the next few years. Ban- 
galore was his location of choice; he was 
95% sure that he will set up shop there. 
After all, Bangalore is a safe option. At 
the same time, he did not want to rule 
out an alternative, neighbouring Hyder- 
abad, without checking it out. He was 
visiting it for a day in any case. 


KARNATAKA 


a P — 

wants to meet 

( him. Maheshwari 
t Y/ wants details about 
. wherea firm can set up of- 
unt prices and infrastructure, 
not a sales pitch from the CM. He tells 
the caller that he is in Hyderabad only for 
six hours and his schedule is tight. The 
caller is persistent. Maheshwari tells him 
that the only prior appointment that he 
could possibly cancel is a lunch meeting 





“ANTHONY LAWRENCE 


p.m. He is reasonably certain that the of- 
fer will not be taken up. 

Surprise. The CM's office gets back. 
Twelve o'clock is fine! Maheshwari asks 
for directions. The caller doesn't give 
any. Instead, he asks Maheshwari where 

| he would be at 11:30 a.m. There would 
be someone there to meet him. 


The day before arrival 


Maheshwari's office calls up an adminis- 
trative assistant in the Andhra Pradesh 
government to get basic information on 
what the state can offer his company. 11.50 a.m., the day of arrival 


A government official meets Mahesh- 
Half an hour later 5 


He gets a call saying the ap Opel Astra (no, not the usual white am- 






with a friend between 12.00 p.mand 1.00 | 


wari. He is driven to the CM's office in an | 


| bassador with fancy upholstery). 


12.03 p.m. 


ERA s escort's cellphone rings. It’ 
the CM's office enquiring where they are. 


12.05 p.m. 
Maheshwari reaches the CM 's office. 


12.07 p.m. 


Maheshwari is ushered into Naidu’ 
room. A relaxed Naidu is waiting for hir 
(alone, no retinue of hangers on). The 
Godhra incident in Gujarat had just hap- 
pened. Naidu talks about political stabil. 
ity; ofhow he will not withdraw from the 
National Democratic Alliance. He talks 
about Madhya Pradesh and its chiel 
minister Digvijay Singh (CSC's first and 
pioneering development centre is 
in Indore in MP). Then some 
more generalities. Naidu appears 
* to have all the time in the world. 
Midway through the conver- 
sation, Maheshwari notices his 
photograph on Naidu' desk. 
Naidu also has his resume and 
information on CSC. Naidu 
cuts to the chase: "There's no 
power shortage in AP; the cur- 
rent assembly ses- 
sion will take up 


_ the exemptions 
that the state 
would offer to IT." 


12:35 p.m. 


Naidu is in no hurry, but Maheshwari 
starts to feel that Naidu is being imposed 
on. Makes noises about having to leave. 
Naidu hands over his mobile number. 
Maheshwari can call him anytime if he 
wants something. Immediately, the IT 
, Secretary materialises (his office is adja- 
, cent to Naidu's) and tells him that he 
wants about 15 minutes with Mahesh- 
wari. He is shown a slide show on Hyder- 
abad and its facilities. 


12:50 p.m. 


The IT secretary ushers him into another 
room, where lunch is laid out. After all, 
hadn't Maheshwari said he had can- 
celled a lunch appointment? It is a buffet 
because Maheshwari had said he was in 


a hurry. 
The day after 


Maheshwari's reaction? "I'm finicky 
and particular. But this was so incredibly 
professional. I would be proud if my 
team did this." As yet, the decision on 
| CSC's development centre has not been 

made. The odds, however, are now 50:50 
ts 





| 
| 
| 
| 
| 
| 
| 


| — Bangalore versus Hyderabad. 
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EPORTS published by committees appointed by the 
government are usually stodgy reads. But the Report 
of the Committee on Corporate Audit and Gover- 
nance chaired by Naresh Chandra presented by the 
Department of Company Affairs (DCA) last week, 
was indeed a pleasure to read. This article comments on 
some of the recommendations of the committee which, in 
my opinion, require modification before they are enacted 
into law. The report, as is expected given its terms of refer- 
ence, has drawn significantly from the Sarbanes-Oxley 
(SOx) Act of the US. Its major focus has been auditors, their 
— professional bodies and independent directors. 


INDEPENDENT DIRECTORS 


The committee has looked at the definition of independent 

directors and attempted to define such individuals more 

tightly. The definition goes well beyond that contained in 

the Kumaramangalam Birla Committee's report and 

sets at rest the controversy of whether nomi- 

. nees of a parent company are independent 

or not. The report clearly says that any 

shareholder owning 2% or more of eq- 

. uity will not be deemed independent. 

— This would mean that a large number 

— of MNC companies, as also. major 

groups like the Tatas, would need to 

look for new directors. The report 

also says that any partner or execu- 

tive of a firm that has been the statu- 

tory or internal auditors of the com- 

pany or legal advisors or consultants, 

would not be independent if he becomes a 

director within three years of leaving his firm. 
The report has missed one category of direc- 

tors who are plainly not independent. This situation arises 

in those cases where the company is part of a large group 

and where certain individuals may not have significant re- 

lationships with the company in question, but may have 

them with other companies in the group. For example, 

there isa case where the senior partner ofan audit firm, who 

audits the accounts of most of the companies in a group, 

serves as independent director on the boards of some other 

companies of that group. Similarly, major customers or 

vendors to one group company may not be independent of 

management pressure in other companies of that group. 
The report recommends that at least 5096 of a board of 

directors of listed companies comprise independent direc- 

tors. The existing minimum requirement is 33%. The com- 

. mittee expects that this enhanced proportion will enable 

the independent directors to have more say in the manage- 

ment of a company. But the problem of ineffectual inde- 
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pendent directors does not lie with their proportion in the 
board; it lies in the quality of the individuals. The commit- 
tee has already realised this and has stated this in its report. 
So there seems insufficient reason to statutorily enhance 
the numbers of independent directors to over 50%. 

In the introduction to its report, the committee has said 
that the board of directors of a company is responsible to 
the "ultimate owners" of that company, namely, the share- 
holders. The committee has sidestepped dealing with a ma- 
jor aspect of the responsibilities of a board — its responsi- 
bility to other stakeholders. Corporate social responsibility 
has become a major topic of corporate governance today, 
but there is a dearth of authoritative guidance or legislation 
for boards of directors on their responsibilities to other 
stakeholders and how conflicts of differing interests should 
be resolved. The committee, constituted of outstanding in- 
dividuals, would have done great service to the topic of cor- 

porate governance if it had dealt with this issue. 


AUDITORS 


The committee has given considerable 
thought to the relationship between a 
statutory auditor and his client com- 
pany. Its recommendations, while 
closely mirroring the Securities and 
Exchange Commission's (SEC) inde- 
pendence regulations for auditors, 
will cause considerable upheaval in 
the Indian auditing profession. The 
committee requires independence not 
only of partners of an audit firm, but also 
of the members of the engagement team 
and the relatives ofthe partners and the team 
members. This will put audit firms in an unusual 
situation of having mechanisms to ensure that not only 
their employees, but also their relatives remain indepen- 
dent of the clients these employees are auditing. The com- 
mittee recommends that no partner or member of the en- 
gagement team should be employed by or become a 
director of a client with whom he worked during the pre- 
ceding two years. It has also recommended such a provision 
for movements in the opposite direction, i.e., a key officer of 
a company cannot join his auditor's firm for at least two 
years after he ceases employment with that company. 

The report makes no reference to the existing require- 
ment of the Institute of Chartered Accountants of India 
(ICAI) prohibiting an auditor from earning non-audit fees 
from an audit client in excess ofthe audit fee charged to that 
client. This restriction was brought in as a knee-jerk re- 
sponse by the Indian profession to the Enron disaster. In- 
stead, the committee has concluded that a better guarantee 
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of auditor independence is the reduction of the depen- 
dence of an audit firm on a single group of companies. For 
this purpose, the committee has recommended that no au- 
dit firm should earn over 25% of its revenues from any one 
group of companies. It is arguable as to whether a far lower 
percentage would be more suitable for this purpose. 
Another recommendation of the committee is that 
other entities “affiliated” to the audit firm should also be 
subject to the same restrictions as applied to the audit firm. 
For this purpose, they have defined affiliated entities as 
those in which over 50% of the control is exercised by the 
same individuals who own the audit firm. The existing limit 
for a similar definition in the ICAI's independence regula- 
tions is 2096 of common ownership. The ICAI has the more 
logical limit. The committee has introduced a strange 
new recommendation as regards contin- 
gent liabilities. It thinks that 
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contingent liabilities pose ett eng? aries of ( | 

a significant risk to com of whether © independe" Chandra’s report is comprehensive in coverage 
panies, but small share- Setiles issue c es quay a ih more ta" 

holders, who do not com- arent Bh, says a" one adent well intentioned, but impractical, idea. 
prehend their gravity, may direc 4 oM is not indep di The committee expresses a deep frustra- 
not appreciate this. So it rec- ê Ph . companies t pA only We" tion with the apathy of the various regulators 
ommends that the manage- Forces que ro ensure th relatives remain in acting on qualified audit opinions. It sug- 
ment should describe their medhan Ti ut also MED that thes” gests that the auditor send the Registrars of 
contingent liabilities in plain empio dent of tne ing Companies, the Securities and Exchange 
English and the auditor should n oyes are ? earnings ota Board of India and the concerned stock 
then comment on the manage- ceiling 5M gle group 9 exchange, a copy of any qualified opinion 
ment's comments, also using Pots farm fy 5 Ia dependent, ganies which he issues on his client's financial 
simple language. While one sym- au OS to 1€ p group ot © statements. These authorities already 
pathises with the committee's Suditors 9 ation OF E » receive this document with the normal 
concern about small shareholders «men? C uncioni go atants |g filings thata companyis required to do. 
not comprehending the gravity of R ^ to monitor tanis, cost y t How receiving two sets of the docu- 
the impact of contingent liabilities Chartered ace acretaries & ments will increase the diligence 
on the companies they hold shares and € ay tting UP as JJ % of these authorities is difficult 
in, the same would be true of their Recommends " case ressute > y * to comprehend. 

inability to comprehend most of the regional atte mmittee Finally, the committee recom- 
disclosures in today’s financial state- on discipline mends that if financial statements are 


ments. The reality is that as business 

has adopted increasingly complex 

structures and products as well as increasingly complex 
ways of doing business, the disclosures in financial state- 
ments reflect that same complexity. If they did not, they 
would not be faithful to the complex financial results they 
attempt to capture and depict in summary form. 

It is a reality of investor life that financial statements are 
no longer expected to be comprehended by the small share- 
holder. Indeed, some aspects are even too complicated for 
accountants who are not in tune with new developments. 
By putting the spotlight only upon contingent liabilities, the 
committee could well provide a readymade smoke screen 
behind which management can conceal their convoy of fi- 
nancial problems in the remaining operations of the finan- 
cial statements. Further, it is not unlikely that most auditors 
would disclaim making any comments upon as subjective 
an issue as management's perception of the levels of risks 
attached to their contingent liabilities; thereby frustrating a 


found to be materially misstated, the CEO, CFO and 
other executives who have signed them should be pe- 
nalised by requiring them to refund any compensation or 
reward based on those financial statements, to the extent it 
was inflated through such misstatement. This appears to be 
no punishment at all, because all it does is take back from 
the executives what they were not entitled to get in the first 
place. By imposing a penalty which is a multiple of the ex- 
cess compensation received, the law would deter CEOs and 
CFOs from gambling with financial statements, there being 
no downside risk in the presently recommended "penalty". 
In comparison, the R.D. Joshi Committee, which submitted 
its report in September, has recommended imprisoning of 
the perpetrators (including the auditor) of incorrect or false 
financial statements for up to 10 years! The Joshi recom- 
mendation is typical of the hundreds of severe penalties 
that now litter our statutes, very few of which have ever 
been imposed. Section 211 read with Section 215 of the 
Companies Act already carries a penalty of six months im- 
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hs ing certifies financial statements that 
n Many. thousands of audit opinions 
qualified i in the past 50 years. Many subsequent 
gations have shown earlier financial statements to be 

10 many cases has the government prosecuted 
ctors under the existing provisiogs and sentthemto | 
Even fora day? | 


TING THE PROFESSIONS 
aresh. Chandra Committee has considered the need 





ies — the organisations of the chartered accountants, 


slic Accounting Oversight Board, it has 
ommended the setting-up of indepen- 








that prevail i in the lobbying 
‘nominations from government 
dies, there is serious doubt 
bout the efficacy of these boards. 
rhaps, greater independence 


uld be assured if all three pro- l FeS the fa 
sions were subject to quality ^ a du les pre ds 
ew by one overarching confirma i to the Hip n 
ORB. The very fact that mem- NOt in the di a 
3 st Tits 


rs of different professions 
ld sit on that board would 

nificantly reduce the risk of a concentration 
fluence: 


se audit firms that audit the 150 companies with the 
st market cap would be possible in the first five years. 
: rofession should surely be able to achieve much 
verage. On the basis suggested, only about 20 au- 
would be subject to review in the first five years. 
gards the disciplinary process, the committee seeks 
Ike away the existing requirement for certain cases to be 
forwarded to the High Court for confirmation of the 
enalty. It does this under the impression that the reference 





body: containing chartered accountants and judges. The ex- 
perience of the disciplinary processes of the institute would 
dicate that the reference to the High Court is not com- 
on; the delays are all in the processes preceding that. Fur- 





| Courts have, s ape ensured and poe 


st and works accountants and company secretaries — | 


gulate their membership. Rejecting the SOx model of a — ioüid 
| with the powers ofa civil court to oeaforce prodi 


e committee feels that realistically, a review of only | 


to the High Court is one further reason for delay in the | 
cess. It seeks to replace the High Courts by an appellate - 
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the soral b body ‘ould be based i in New. 
| Delhi. Considering that by far, the majority of the membei 
' of the institute and the commercial headquarters ofm 
| companies are in Mumbai, this recommendation seems ! 
| be driven by bureaucratic thinking rather than. practic 
| considerations. | iur e 

| In conclusion, the report of the committe 2 
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BARISTA 





M. ANAND & MITU JAYASHANKAR 


ARISTA'S dark, dingy warehouse 
— managing director Ravi S. Deol 
is posing for the photograph in it 
— is the very antithesis of the 
bright, stirring ambience of its 
130 espresso bars. Enter any one of the 
bars, and the warm, bustling life inside 
along with the stimulating aroma of 
freshly-brewed coffee is sure to lift your 
spirits. In sharp contrast, the cold, musty 
atmosphere of the warehouse is down- 
right depressing. 

Undoubtedly, it is the vibrant espre- 
sso bars that have made Barista the 
largest food services chain in the coun- 
try, with 13 million customers and Rs 65 
crore in sales. But despite the dazzle, 
these bars haven't delivered profits yet. 

That's prompting Deol to shift his fo- 
cus to the much-neglected back end — 
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supply chain, strategic buying, distribu- 
tion, and the like. From here on, it is not 
the bars, but Barista's unsexy back end 
represented by the warehouse, that will 
help concoct Deol's profitability brew. 

“We have to drive our assets harder 
and earn a higher return on equity. We 
have to add 12 percentage points to the 
operating profit margins (which are cur- 
rently estimated to be about 17-1896)," 
Deol declares. 

But wait. Why is Deol, arguably one 
of the savviest marketers in the country 
today, slipping into dreary accountant 
lingo? After all, isn't Barista’s big bang 
business model all about pumping in 
the bucks, crafting an unbeatable 
branding strategy, pampering the cus- 
tomer with a unique in-store experience 
and, of course, the finest coffee, even if 
Barista's invigorating brew is perhaps 
the most expensive in the country to- 


Barista's Deol sees a bright future 
in his back end operations 





E BEAN 


day? Where do profits come in? 

Well, all along, Barista was so caught 
up with ‘wowing’ consumers with a 
blitzkrieg of new bars that it had no time 
to think about mundane things such 
as profits. 

Not any more. Not after the Tatas 
have come into the picture. 

We all know the Tatas, don't we? They 
are astute, even if old-fashioned busi- 
nessmen, who would expect a hefty re- 
turn on every buck that they invest. Fig- 
ure out how much they will be expecting 
from a Rs 26-crore investment for a 34% 
stake made in 2001. And from the Rs 8- 
crore investment made in a rights issue 
last December. 

Deol, however, denies that it was the 
Tatas who pushed him from the 
espresso bar to the warehouse. Barista's 
thrust on profitability, he argues, is a nat- 
ural evolution of its business model. 
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"Two; years ago, when we had 20 stores, it 
. just did not make sense to think about 
profits," he says. Back then, Barista's 
thrust was rapid penetration across 
India: plant the Barista flag in all key 
markets and stake a leadership claim. 

However, now, after it has the required 
numbers (130 outlets), Barista has 
started thinking about efficiencies. "Till 
now, we were focussed only on the art of 
| satisfying consumers. Now we are get- 
. ting into the science of running the busi- 
. mess," says Yogesh Samat, chief operat- 
ng officer. 

-That's a logical thing to do. Even the 
Tatas agreed, but only up to a point. 

Sometime ‘during the middle of last year, 
1d , led by R.K. Krishna Kumar, 

ta Tetley and Tata Coffee; 

Indian Hotels; and a di- 
; Tata Sons and Barista 



















Aura. to seriously re- 
its business model. 
] begin with, Kumar suggested that 





.. Barista stop investing in the new outlets 
 .. and move to a new, ‘decapitalised’ busi- 






. NESS model. 


í The! Flashpoint 


The decapitalised model is basically 
about inviting franchisees to invest in 
setting up new outlets, which will, how- 
- ever, be managed by Barista. Much like 
-— . some Taj Hotels, where the properties 
are owned by outsiders, but managed by 
the Tatas. This means that Barista no 
longer has to invest in the real estate for 

-* new bars, 
-.. "| was against it initially,” admits 
‘Deol. All 130 bars have been fully funded 
and managed by Barista; Deol had in- 
: tentionally ignored the franchising op- 
tion. "It's easy to get franchising part- 
ners; but difficult to manage 
relationships." He was right too. The In- 
dian retailing industry is littered with 
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franchising failures — food and grocery 


supermarket chain Nanz being the 
prime example. 

However, the Tatas were worried that 
Baristas ability to raise capital would not 
keep pace with the cash burn in opening 
new outlets. They had reason to do so. 
Not only was Barista' real estate cost (at 
20% of sales) far higher than that of some 
rivals (10-12% of sales), but its capital 
cost per store of Rs 38 lakh (rivals set up 
their stores for Rs 25 lakh) was also the 
highest in the industry. And since re- 
turns from existing bars weren't coming 
in fast enough (more on that later), it was 
justa matter of time before Barista ran 


` outofcash. 


D.S. Brar (managing director, Ran- 
baxy Labs), an independent director on 
the Barista board, had the foresight to 
worry that this may prompt Barista to 
borrow excessively. So, he had eae 
the Barista board into passing a resolu- 
tion saying that the debt-equity ratio 
would never exceed 1:1. 


The coffee chain had ignored - 
profits in its big bang rollout. | 
T e Tatas now force a rethink | 





Both the Tatas and Brar wanted 
Barista to stay fighting fit. Especially 
since a global major like Starbucks, with 
its truckloads of money, was reportedly 
entering India. (There are rumours that 
Barista promoter Amit Judge had ap- 
proached Starbucks to sell his personal 
stake in the chain. We shall ignore them 
in the story.) 

The franchising route would also 
make Barista's balance sheet lighter; and 
because it no longer had to invest in as- 
sets, its return on assets and investments 
would improve. Deol and his team are 
now convinced about taking the fran- 
chising route. If all goes well, the next 
100 stores that Barista will open this year 
will all be franchised. "Barista's balance 
sheet will be completely different next 
year. We will have double the sales at half 
the assets," says Deol. 

More importantly, the franchising 




















route is aiso expected to improve 
tas profitability. To understand hi 
two cups of coffee worth Rs 10 
Barista for you and a friend. To ea 
bill, Barista has to spend Rs 20 i 
for the bar. It also has to spend R 
servicing the capital borrowed tc 
the store — the coffee machines 
niture, and the like. But under ; 
chising arrangement, Baris 
have to incur this Rs. 32€ 
This will be borne by tt ie. 
Barista will share its revenues - 
Rs 15 from that Rs 100 bill — y 
franchisee, Still, a net saving of 
(Rs 32.minus Rs 15) 

But what's in it ee the fr 
Nothing really, unless, of cou 
franchisee i is sitting: on bou rea 








develop mi property Vit an 
bar and rum it SP kie dee 9 


dent that us bars would 
chisee a 20-24% retum c 
higher than the 16-20% tl ati 
to earn from rentals. 

Unlike many franchising moie 
difference in this managed francl 
model is that the franchisees wHir 
involved in the process of de 
Barista brand experience — that 
ways be controlled by Deol and hi: 
On paper, this model looks like the 
fect solution. But it is yet to be tried. 
as Barista is vet to operationalise any 
the franchisees. 

But ifthis initiative doesn't pano ot 
rivals believe there are too many flaw 
this model — Barista could end up 
inga serious problem with its expan 
plans, "The only way franchisi 
work is if you tap the ei 
spirit of the franchisees. Even 
tionally, the franchising model 

clicked: Starbucks runs most of its 
erties itself,” says Harish Bijoor, a: 
agement consultant, who has sp 
many years with Hindustan Levi 
the Tatas managing their respective 
fee businesses. 
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Barista's White Revolution 
Every Monday morning, the Barist 
team — CEO, COO and the head 
functions — assemble in the g 
walled conference room at the c 
Delhi corporate office to thrash-ou 
erational strategies. Last Monday, 
utes after the entire team trooped 
the first meeting of 2003, a Busi 
world writer, too, slid into a seat a 
conspicuously as possible. Deol hada 
lowed BW to be the fly-on-the-wall. . 
The meeting begins. On one sidet 
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the table are CEO Deol, 
COO Samat and HR 
head Smriti Ahuja. On 
the other side, are oper- 
ations head Vikas 
Verma, finance head 
Sunil Sanger, supply 
chain head Vippan Ka- 
pur and marketing head 
Sandeep Vyas. The 
meeting lasts almost 
two hours. Most discus- 
sions get into unbeliev- 
ably small details. For 
example, the manage- 
ment committee actu- 
ally discusses the differ- 
ent steps in a 
dishwashing process — 
the performance of nine 
trial dishwashers, the 
difference between In- 
dian and Sri Lankan 
dishwashers and the 
kind of dishwashers that 
Starbucks uses. It is ob- 
vious this team is willing 
to spend hours to achieve the smallest of 
cost savings! 

Milk — its cost is only 5% of Barista's 
sales (BW estimates) — is another exam- 
ple ofhow the Barista team is zooming in 
on the smallest of details to boost profits. 
Minutes after the meeting, Vippan Ka- 
pur, vice-president (projects and supply 
chain) — he had started as a trainee 
waiter at Hotel Nataraj, Bangalore — 
explains Barista's new milk initiative to 
BW. "A cup of coffee," he begins with a 
flourish, "runs deep, like an ocean." No, 
he's not referring to the romance with 
the cup. Kapur has been working with a 
milk vendor (he won't reveal the name 
though), trying to alter the chemistry of 
milk. After weeks of testing and several 
product runs, Kapur is convinced that 
he now has a new type of milk, which 
will last 30 days (without refrigera- 
tion) without getting spoilt. So 
what's the big deal? 

First, Barista can now in- 
vest less in refrigeration 
equipment in new stores. 
Second, instead of processing 
3,900 milk bills every month 
(one bill a day for each of the 
130 stores), Barista's finance 
team needs to process only 
about 300 bills a month. How- 
ever, at best, all this can mean 
only a few lakhs of savings. But 
that's good enough to get Deol and 
his team excited. 

Milk is a good example to illustrate 
the radical change in the Barista ap- 
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proach to business. Till a few months 
ago, Barista did not care where the store 
managers purchased the milk. However, 
now, it wants to alter milk chemistry to 
derive savings! 

Those are the kind of initiatives that 
Kapur wants to usher in. It's been only 
four months since he joined Barista. But 
he has already pruned Barista's vendor 
base from 400 to 200 and personally met 
every one of these 200 vendors. "These 
four months seem like four years," he 
says. And the benefits are beginning to 
flow in. Inventory has already been cut 
from 20 days' sales to 3.5 days' sales — 








Barista's top team: (L to R) Samat, 
Verma, Sanger, Vyas, Kapur & Ahuja 


that's extremely mean considering that 
Barista also imports a lot of its specialty 
coffee beans. Freight costs, too, have 
been slashed 60% and are now down to 
1.5% of sales. In the next four months, 
Deol and Kapur want to cut Barista's ma- 
terial costs by a whopping 20-25%. The 
time to set up a new espresso bar has al- 
ready been cut from 60 days to 18 days. 
And Barista now wants to prune the cost 
of setting up a new bar by a further 20- 
25%. “These savings (if achieved) could 
boost our bottomline,” gushes Kapur. 
He could be badly mistaken though. 
Reason: pricing is coming under im- 
mense pressure. Competitors, especially 
Café Coffee Day led by director Naresh 
Malhotra, have turned price warriors. 
Coffee Day has set up at least half a 
dozen outlets in Delhi and Mumbai, 
right next door to Barista — and is hop- 
ing to lure Barista customers with a 
cheaper menu. Coffee Day, in fact, 
claims that the chain turned prof- 
itable in December 2002. 
Deol maintains that he is not 
losing consumers to competi- 
tion. But Barista’s own pricing 
policies have been indecisive. In 
mid-2002, pushed by the Tata 
demand for better profitability, 
Barista hiked prices by about 
Rs 10 per cup. Only to roll it back 
later in the form of promotional of- 
fers during the festive season. 


More Pressure Points 
Insiders say that in the last few Barista 
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board meetings, the Tatas have been 
pretty blunt in their appraisal of Baristas 
pricing and organic growth. First, the 
Tatas had expressed concern that Baris- 
tas premium positioning — Deol insists 
that he will not dilute it — may lead to 
loss of share. 

More importantly, the Tatas are un- 
happy that the footfalls into the espresso 
bars — 30,000 every day — arent quite 
yielding the desired revenues. In its ini- 
tial plans, Barista had positioned its 
espresso bars as a place for people to 
‘recharge and unwind. There is no 
dearth of people coming in, seeking this 
very experience. But Barista’s problem is 
that these customers are just not spend- 
ing enough at the bars. 

COO Samat concedes that this is a 
concern. Almost half of Barista's coffee 
sales come from the Rs 30 cup of cappu- 
cino. The challenge is to make cus- 
tomers graduate to the finer, more ex- 
pensive blends of coffee like the Rs 150 
Café Latte cup of Jamaica Blue Mountain 
100% Wallenford Estate. This, Samat 
claims, is paying off — the average bill 
size has increased by 30%. Deol also 
points out that Barista's sales per sq ft 
have improved from Rs 525 to Rs 650. 


A Tata Coffee-Barista Merger? - 


HE mobile phone beeps. Ravi 

Deol distractedly pulls out 

his sleek Nokia gizmo. A 
smile spreads across his face 
and he starts to read the 
message out aloud: Tata 
Coffee's market cap has just 
increased by Rs 20 crore today 
on reports of a merger with the 
Barista coffee chain. 

“Is Barista so valuable?" he 
asks half in jest. Pin him down 
and ask him if such a merger is, 
in fact, on and Deol gives you a cryptic answer: "There are no immediate plans." 

You may not get much more out of Deol. But if sources close to the Tata group 
and Amit Judge (the two owners of Barista) are to be believed, such a merger has 
always been on the cards. Sources say that the question of a merger was to have 
come up for discussion at the last two Barista board meetings, but, for some 
reason, never did. 

The sources also say that the merger will now be discussed at the next board 
meeting likely to be held in end-January or early-February. 

If the sources are to be believed, Judge is keen on an outright sale of his stake in 
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Deol and his team are also tackling 


the company to the Tatas. However, it is also learnt that the Tatas, led by Tata this problem at a more fundamental 
Coffee chairman . are in favour of a swap deal, where Barista level. A bulk of Baristas customers walk 
would get merged into Tata Coffee. This would result in Tata Coffee shares being in between 5 p.m. and midnight. This 


means that the people and assets at the 
bars are under-utilised during the rest of 
the day. "We have to get customers to 


issued to Barista shareholders. Sources even say that it is only the question of 
valuations that is holding up the merger deal. 


If the merger does eventually go through, it will be a sign that the Tatas have build the breakfast and lunch habit," he 
finally got over their initial hesitation to get into coffee retailing. Way back in 1995, says. Barista is now putting together a 
long before India saw its first coffee pub, the Tatas were presented with a plan of new food strategy, the details of which 
opening a chain of cafés as a value addition to their coffee business. The logic was are still under wraps. 


simple: a cup of coffee sold at a café would yield a 2096 profit margin, as opposed to 
the 2-3% margins that would come from selling coffee as a commodity. The Tatas, 
however, ignored the opportunity because retailing wasn't their core competency. nights work at Baristas Bandra 
However, four years later, in 1999, when coffee pubs (Mumbai) bar. Operations head Vikas 
, //] first started appearing around the country, the subject Verma would leave Barista's Green Park 


OUR a.m. on New Year's Day. COO 
Samat was just winding up a hard 












came up for discussion again. Again the Tatas shied away. outlet in Delhi two hours later, at 6 a.m. 

But when the Tatas got an opportunity to pick up a 3490 stake | That night, the Barista top team had 

in Barista, which was anyway buying coffee from them, they camped itself at various stores to give 
finally took the plunge | Barista employees that extra motivation. 


Four days later, Samat and Vikas had a 
lot to show for their toil — Barista had 
recorded its highest ever sales of Rs 25.6 
lakh on 31 December. 
p ' N Reason to celebrate? Perhaps yes, 
~n v - T yp. ' but when the Barista top team met last 
T Monday, Deol did not uncork the bub- 
bly. Barista had not made a net profit on 
New Years eve. 


And now, if the merger reports are to be 
believed, the Tatas are keen on 
owning the Barista 
chain fully. 
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KRISHNA PALEPU 


What's common to Cemex, Infosys, Sam- 
sung, Haier and South African Brew- 
eries? All are world-class firms, undoubt- 
edly. But that isn't the link that we are 
seeking. The interesting point is that these 
firms have emerged from less well-devel- 
oped economies. Advanced economies 
routinely produce world-class firms like 
General Electric and IBM in the US, or 
Unilever and Nestle in Europe and Toyota 
and Sony in Japan, but world-class firms 
from developing countries are still few. 
That prompted Krishna Palepu, Ross 
Graham Walker Professor of Business Ad- 
ministration at the Harvard Business 
School, along with HBS Professor Tarun 
Khanna, to closely study these emerging 
giants, a term they have coined to de- 
scribe successful firms from emerging 
markets. How do these firms defy the tra- 
ditional obstacles in emerging markets to 
become globally competitive? Business- 
world's Indrajit Gupta and Shishir 
Prasad caught up with Palepu at the Tata 
Management Training Centre in Pune, 
where he was leading a management de- 
velopment programme for senior Tata 
executives. Excerpts: 
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E What triggered off your current 
research on emerging giants? 

The paradox that we are trying to ad- 
dress is the following: what is distinctive 
about emerging markets? The fact that a 
lot of the institutions are missing in the 
marketplace to facilitate transactions 
between buyers and sellers across not 
just product markets, but also labour 
markets, technology markets and finan- 
cial markets. 

But, at the same time, there are some 
world-class firms in these countries. The 
interesting part is that they are in coun- 
tries that are not world-class at some 
level, but are themselves world-class. Ei- 
therthey have been able to withstand in- 
ternational competition by playing in 
the international market or by not being 
afraid of international competition 
coming into their domestic market. 

And there are companies like that in 
a dozen emerging markets like India, 
Chile, Mexico and Turkey. In India, you 
have obvious examples 
like Infosys or groups 
like Reliance, 

which are going 
very well, or 
TCS (Tata Con- 
sultancy  Ser- 
vices) or ITC. 
Then there 
are purely domes- 
tic players like 
HDFC, Nirma or 
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Amul, which are doing well. In South 
Africa, the South African Breweries 
(SAB) has done very well, not just in its 
home market, but in the rest of Africa as 
well and is now panning out into Eu- 
rope. Or take the fast food chain Jollibees 
in the Philippines, Samsung in Korea, or 
Cemex in Mexico. They may be in differ- 
ent businesses, but one thing common 
to them is that they are absolutely world- 
class companies. 

The puzzle that we were trying to fig- 
ure out was: is there something about 
these companies that is common be- 
yond the obvious? 

That these companies execute very 
well and they are world-class executors 
in whatever they do is obvious. But from 
a strategic positioning perspective, are 
they making some common choices 
that we can look at and say: is that the 
reason that they became world-class? 

Besides, many entrepreneurs in 
these countries have an aspiration to 
build world-class companies. So, if we 
can come up with a recipe, a formula or a 
strategic positioning that people can 
emulate, there will be a lot of value. That 
is the quest here. What we have tried to 
do is go beyond these individual case 
studies, where we have some knowl- 
edge, and try to look for some generic 
positioning strategies. 

There are many, many managers in 
these emerging markets, who feel dis- 
couraged. They think they have no 


‘Emerging 
Giants Are 








"Emerging g giants like Samsung in Korea or the Reliance 


group in India tend to dely the traditional obstacles 
thrown up by their emerging market location and 
successfully become globally competitive. Our hypothesi 

is that there are generic patterns that are logically 
explainable about why these kind of companies succeed, 


. . Which could then act as a role model to managers in 


emerging markets. Our quest is to inspire managers in 
these countries not to seek protection, but actually build a 
strategic positioning as a way to compete." 


chance to build à world-class company, 
because they believe they will be domi- 
. nated by multinationals in a post-WTO 


`. regime. So unless there is protection, 


they believe they have no hope of com- 
peting. What we are saying is that you 
dont have to seek protection, because 
there are dozens of companies, which 
have been able to do it, despite all these 
disadvantages. So why can't you learn 
from them and be inspired by their role 
model? Therefore, it is a quest to inspire 
many managers in these countries not 
to seek protection as a way to compete, 
but actually seek a strategic positioning 
as a way to compete. 

This is particularly more true for pro- 
fessor Tarun Khanna and I in India. In 
India, as we move around, this is a com- 
mon refrain that people have. People are 
worried about what will happen and 
they keep asking us if there are ways in 
which we could compete. They believe 
that there is no systematic pattern to the 
few companies that have made it. Either 
they just lucked out or they had a charis- 
matic leader like Narayana Murthy. 


W Do you see a distinct pattern 
emerging which explains why these 
companies succeed? | 

Our hypothesis is that there are generic 
patterns that are logically explainable 
about why these kind of companies can 
succeed. But, at the same time, not all 
companies that are going to position 
themselves like that are going to suc- 
ceed. That's because they also need 
leadership. They also need good execu- 
tion. These are all necessary conditions 
to follow. But if you did not think about 
how you would locate yourself in a com- 
petitive space, independent of leader- 
ship and execution, you are not going to 
succeed. So, logically, we can articulate 
3-4 things that you can do as alterna- 
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tives, which can give a competitive edge 
over multinational companies or your 
domestic competition, and be sustain- 
able over time. 

We came to the conclusion that there 
were three approaches you can take, 
which need to be looked at both as a 
problem as well as an opportunity. 

One is an obvious approach, which 
says that there are institutional voids, 
which present a business opportunity. 
That's because if you are creating institu- 
tions, you are doing something highly 
valuable. Therefore, you are going to cre- 
ate a world-class company. Take HDFC, 
for example. It saw that housing was an 
important need in the economy and 
there were housing banks in all coun- 
tries. In India, there hasn't been a well- 
developed market for housing in India 
and the (members of the) middle class 
have enough income to develop an ap- 
petite to own their own homes. But they 


dont have the property to put up- 


enough security to get their own loans. 
So how do you finance professionals 
who only have a salary? And how do we 
do it in the context of the Indian finan- 
cial markets or Indian legal system, 
where repossession is not easy? HDFC 
has been able to create an institution, 
which is an intermediary between a 
buyer of a house and a seller of a house. 

It is very hard for a developer to de- 
velop a property and sell it to middle- 
class people. HDFC has created a phe- 
nomenal institution, which will be there 
for along time to come because housing 
is a fundamental need and it has found a 
way to execute it. It has neatly tailored 
the financing process to the Indian cir- 
cumstances, given its legal system and 
the fact that information is not available. 
And it has tailored mechanisms and 
contracts which are uniquely local. 

The other alternative is to say that I | 
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will actually create institutio: 
nally in my company, which si 
for the external vacuum in inst 
In fact, this is very costly becar 
have an external institution 
serve a lot of people, it is mu 
economical than if you were to 
in-house. An internal institu 
substitutes for a market ins 
the only way you can do that: 
in a highly diversified kind o 
context. So diversified busines 
are an obvious response to inst 
voids, and that is a defendable | 

If you are able to create some 
class institutions inside your gr 
then allow access to those instit 
your group companies, then 
senses you have created à Sing 
India. — where 2 group 




























































your sna name vi bonito | in 91 
quality standards that are g 
antee to customers in some seri 
you may be starting new businesse: 
are a venture capitalist in some se 
because there are no venture caj 
in the market. So you know | 
tify new opportunities, asses; 
nance it, nurture it and take it pul 
you could attract talent and grow it a 
develop it. M 
Ifyou are able to create internal in 
tutions — financial, labour mark 
product market institutions — an: 
ploit them, you would create a px 
that is highly viable. Because you 
now eliminated the problem for1 
everybody else operating 
emerging market environment 
problem. 503 you have a cor 
vantage, which allows you to 
effectively and neutr: alise the 
tion from multinationals, wh 
access to their domestic institutio 
A third possible approach i is: 
some unique insights into you 
markets or your product marke 
exploit those insights. Because 
kind of insights are diffused and 
vanced markets, these kind of i 
are documented bv intermediar 
alysts write reports about the 
and consulting firms publi 
and, therefore, anybody canur 
that there are unique opportunit 
there is a way to serve it. | 
But, in a country like india | 
formation is lost ina diffus 
and there are no intermediar es, 
are putting it together. If you are a. 
pany, which is able to identify and un 
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derstand that kind of thing and manage | 


it, you can take advantage of it. The In- 
dian software industry is an example of 
it. It saw an opportunity that there was a 
lot of software talent here and a huge de- 
mand in the US for software services. 
But matchmaking is a very complex 


| 


business. TCS goes to campuses all | 


around the country today and seeks out 
good people from bad people and col- 
lects talent. It hires 1,000 people and 
trains them for three months and de- 


ploys them at client sites. After taking | 


these 22-year-old kids, putting them in 
responsible positions and managing 
these projects from long distance, TCS 
makes sure that it is able to deliver very 
high quality to the client. It is a very diffi- 
cult business model and it is based on 
some unique insights of how Indian 


- How to become an 
Emerging Giant- 


Directly fil the institutional voids: 


— Every emerging market has institutional 
voids, which increases the transaction 
costs between buyers and sellers. By 

looking upon them as a business 
opportunity, smart entrepreneurs could 
step into these breaches. Consider how 
the Housing Development Finance 
Corporation built a phenomenal presence 
by positioning itself as an intermediary 
between buyers and sellers of houses and 

then smartly tailoring a financial process 





software talent works and how you as- | 
semble it, train it, deploy it on projects | 


and how you deal with turnover and im- 
migration issues. The last set of issues is 


very uniquely Indian, which somebody | 
has been able to figure out, which is re- | 


ally what specialised knowledge about 
factor markets is about. 

On the other hand, consider a com- 
pany like Nirma, which understands the 
need for a particular product at a low 
price and understands how Indian poor 
people use soap. You cannot read about 
itin some consultant's report. It is very 


diffused knowledge — a very earthy kind | 


of thing. You know it because you come 
from that background or you under- 


stand the culture better and that’s why | 


you are able to say: “Hey, there is an un- 
fulfilled demand here.” And big compa- 
nies — or multinationals — can't see it 
because they don't know how it works. 
But I can see it, and therefore, I can cre- 
ate a product or a service that uniquely 
caters to those people. 

Insights could either be about cus- 
tomers or suppliers and talent. Or it 
could also be an accidental happen- 
ing... Take, for example, Dr Reddy's Labs 
or Ranbaxy. They accidentally happened 
to be in a patent regime, which allowed 
them to develop a set of skills of reverse- 
engineering complex pharma mole- 


of some genius, but because of some pe- 
culiarity in the Indian patent law, allows 
them to exploit it to become global com- 
panies and compete with pharma com- 
panies all over the world in that particu- 
lar niche. Now, if you can leverage that 
and build a sustainable business glob- 
ally, that’s one more way to compete. 

So we see these as the three mutually 
exclusive but collectively exhaustive ex- 
amples of how to compete in emerging 
markets. When we look at companies 
across the world, we see these patterns 
explaining a lot about the success of 
these companies. 


mi Are these generic strategies actually 
sustainable over time? Or do they 
simply allow these companies to gain a 
headstart over their competitors? After 
all, as emerging markets develop, 
institutional voids would gradually 
disappear. 

The simple answer is that if institutional 


voids disappear, then all the strategies 


cules and then producing them in very | 


high quality and in very large volumes 
and selling them. 

Generics has become a big business 
in the US and in Europe. Suddenly, the 
skills that they developed, not because 


that you are crafting around it will disap- 
pear. We have done a lot of work on insti- 
tutional economics. Developing institu- 
tions to fill these voids is a very 
long-drawn process and it actually takes 
decades to build good institutions. It is 
not just about creating institutions, but 
it has to be well functioning, so that it 
can deliver what it is supposed to do. So 
if you have a bank, it has to be a bank 
without NPAs (non-performing assets). 

So it isn't enough to have venture 
capitalists. But VCs which fund compa- 
nies that can go public, and become big. 
So it turns out that it is hard 
to build these institutions 
instantaneously. There are 
good reasons for it. 

One is that people dont 
realise how important these 


How to become an 


Emerging Giant II 


Build institutions inside vi 


company and diversify and compete: But 
creating an internal institution that 
substitutes for a market institution is a 
costly affair. That's why this is only 
possible for a highly diversified business 
group. The Tata Administrative Service 
(TAS) was set up by the Tata group to 
groom an elite cadre of managers who 
could take on important responsibilities at 
a time when the talent market was 
underdeveloped 
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institutions are and so these economies 
don't invest in building these institu- 
tions. Two, the political will to create 
these institutions is simply not there, be- 
cause often these institutions take away 
the power of certain segments. And they 
don’t want to have this kind of set-up. 
Like the Telecom Regulatory Authority 
of India (Trai) that takes away the power 
of the DoT (department of telecommu- 
nications) and the telecom minister. So 
they give a little bit of power to the Trai 
and then second-guess it, take it to court 
and sap the energies of that institution, 
even though they created it. So political 
will is often lacking in creating these in- 
stitutions. 

Three, many of these institutions are 
interlocked in nature and, therefore, 
there is a chicken-and-egg problem 
many a times. Think of it this way. I want 
to create a venture capital organisation, 
so that business groups which have an 
internal venture capital system, now no 
longer need to have that. So what do you 
need for a successful venture capital 
organisation? 


First of all, you need good venture | 


capitalists. Where will they come from? 
They have to be trained MBAs; or they 
themselves were entrepreneurs. There 
are many people like that in many 
economies. But to have good MBAs, you 
need to have good MBA schools. To cre- 
ate an MBA school is not easy. For that, 
you need good professors. So that it isn't 


just good buildings, but actually there is | 


something good going on in the class- 


rooms. Where do the professors come | 


from? You need good Ph.D. programmes 
that train professors. Where do good 
Ph.D. professors come from? You need 
good schools! 


So, you can see the series of things | 


that have to happen just to have venture 
capitalists. They also need good trans- 
parency to see what is going on with the 
companies they are funding. For that, 


you need financial accounting systems, 


you need good auditors, so that they are 
comfortable with the information sys- 
tem. You need an exit route, which 
means that they need an M&A market or 
a stock exchange where these firms can 
be listed. And each of those companies 
will require a development of some kind. 

So it is a bit like peeling an onion. It is 
a much more complicated dynamic 
than it looks on the surface. 


The time that it takes to develop | 


these institutions comes from some re- 


search that we did in Chile. In 1973-74, | 


Chile had a revolution and Pinochet 
took charge as a dictator. He was very 
much a believer in free markets. 








How to become an 
Emerging Giant-III 


Uniquely take advantage of an 
insight about factor markets or product 
markets and build a business model 
which is based on exports or focussed on 
the domestic market. For example, 
Ranbaxy or Dr Reddy's Laboratories 
accidentally happened to be in a patent 
regime which allowed them to develop a 
set of skills of reverse engineering 
complex pharma molecules and then 
producing them in very high quality and 
in very large volumes and selling them. 
Suddenly, the skills that they developed 
because of some peculiarity in the Indian 
patent law allow them to exploit it to 
become global companies 


Pinochet went ahead and hired one of 
the best economists, Milton Friedman 
to run the finance function. He tried to 
engineer and create good markets and 
an open economy. So by 1995, their fi- 
nancial markets had many of the institu- 
tions that you would see in advanced 


economies, But it took them 20 years to | 
do that, even with a dictator with no op- | 


position and a strong commitment and 
great expertise to develop that. Yet even 
today, Chiles labour markets are ex- 
tremely poorly developed. And the 
product markets are somewhere in be- 
tween. So you are looking at the best 
case experiment; 30 years later, you can't 
say that all the vacuum has gone. 

In a rich country like Germany, even 


after so many years of development, the 
labour markets are very rigid. They don't | 


| work very well. They still don't have a 


good business school to speak of. They 
are just in the process of setting one now 


in Berlin. It will be the first world-class | 


business school in Germany. As a result, 
they don't have the managerial talent. 


History shows that it isn't a 5-10 year | 


game. Because of the interlocking na- 
ture of it, and the political process 
through which all this happens and of 
course, benign negligence, market insti- 


tutions don't seem to develop as fast as | 


you would tend to imagine. It is a really 
slow-moving process. I don't think any- 


body should worry that these institu- | 


tional voids should disappear and that 
any strategy that they are crafting 
around them will become obsolete. 


@ Are emerging giants that are more 





global better off than those companies 
that have remained rooted to their 
home markets? 

I don't think you should equate being 
world-class with going global. Those are 
two completely different things. Going 
global requires that you should be 
world-class, otherwise you will not be 
able to survive. 

But the converse is not true. You 
could be world-class and cater to the do- 
mestic market. Especially in a country 
like India, which is very large, you can be 
a world-class company by just catering 
to a domestic market. 

But the test is that you must not ob- 
ject to multinational companies coming 
in to compete with you. If you tell me 
that you are worried about WTO, or the 
MNCS coming into India, I then begin to 
wonder whether you have a world-class 
business model. 


@ What is the future direction for your 
research on emerging giants? 

So far, we have tried to look at successful 
firms and see what is common to them. 
But now, we are systematically collecting 
data on a large sample of companies, 
both successful and not successful, so 
that we get the contra-positive as well. 
After all, if you did these few things, are 
you not going to succeed? 

Or even if you did these things, you 
may not succeed. That will really test the 
robustness of the model. Once we un- 
derstand the difference between the 


| companies that have succeeded and 


those that haven't, we will get more sys- 
tematic patterns. & 
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ARDOI in western Uttar Pradesh is a little over 90 km 
from Lucknow, the state capital. It's the kind of place 
you routinely see in Hindi films: mile upon mile of 
jonely stretches punctuated by villages steeped in 
poverty, an odd farmer thudding around on a motor- 
-cycle, gunman in tow, and wheat crops for as far as the 
'eye can see. There's nothing here to indicate that 
gs are any different from what they have been for centuries. 
pearances are deceptive. A few months ago, ITC’ Inter- 
nal Business Division (IBD) trained its sights on Hardoi 
the wheat it grows. Teams of ITC executives, trained in 
marketing, moved in to roll out Project Symphony, which 
man Yogesh C. Deveshwar reckons has the potential to 
orm the face of his company. 
‘he folks at the hamlet of Arori, 12 km from the nearest 
iway, aren't cued into the subtleties of Project Symphony. 
that does not stop them from being a delighted lot. Thanks 
ne project, they now go to what ITC calls an e-choupal, 
» they use computers and the Internet to conduct their 
isiness. Life is easier for them now. 
That's good news for ITC. Because if ITC manages to cap- 
re the value of this wheat over the next couple of months 
rough the e-choupals, it'll be a step closer to its dream of be- 
India's largest integrated agri-produce processor which ser- 
100,000 villages covering 10 million farmers by 2007. But 
has a more audacious gameplan. It wants to create what 
shwar calls “an information superhighway to connect the 
il economy". That means using the e-choupals as a single 
nt of contact between farmers and a range of suppliers of 
-inputs and consumer goods — Monsanto, Eicher, Nagar- 
"ertilizers, et al — that are testing the network. 
what does ITC hope to achieve with its e-choupals? And 
ow different is it from other projects initiated around the 
me time by companies like Mahindra & Mahindra, Rallis, 
Chemicals and EID Parry? In September 2001, we first saw 
odel being rolled out across soya farms in Dewas near In- 
ore. The idea was to gain control over the highly competitive 
yyabean market in Madhya Pradesh, home to traditional soya 
its like the Rs 2,400-crore Ruchi Industries that had a virtual 
ranglehold on the market. Since then, other ventures have 
ruggled to scale up (See ‘Facing Growth Pangs' on Page 36). 
‘C's soya choupals, on the other hand, are now all over MP and 
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Scaling up aggressively — 
is the ITG e-choupal — — 
initiative’s biggest test — 
now that it has covered — 
make the big leap? — 


| S 

cater to more than 6,000 villages, Last year, the company traded 
soyabean worth Rs 160 crore. This season alone, it has traded 
more soya than it did all of last year. Even competitors acknowl- 
edge the achievement. Says Kairas Vakharia, CEO, Mahindra 
Shubh Labh: “They (TC) have done a remarkable job.” . —— 

The numbers may sound small in the larger scheme of 
things, but the subtleties of ITC's e-choupal initiatives are al- 
ready being picked out by management gurus as evidence of 
how corporations can smartly fill institutional voids in emerg- 
ing markets using the power of information. technology. In are- 











cent article published in CIO, Mohanbir Sawhney of the Kel- -~ loh 


logg School of Management says: "ITC's long-term vision for 
e-choupals is grand. But the company started with a modest | 
and focussed value proposition — helping farmers get a better _ 


price for their crops. This phased approach allows ITC to gain. a 


credibility through early successes and learn from its mis-. 

takes." Harvard Business School professor Krishna Palepu 
shares Sawhney's sentiments: "It is a brilliant idea. If this exper- 
iment works, you will have for the first time, enough communi- 
cation capacity to connect with a market segment that is cur- 
rently underserved, but clearly has the purchasing power. On 
this backbone, one can imagine other FMCG services and 
products being offered. But, like everything else, it depends on 
execution." For students at the Kellogg and Harvard B-schools, 
the model is a case study. | y 2 
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After covering the soyabean 
producing areas of MP, ITC is pushing 
into the wheat heartland of UP. And 
then, the rest of the country 
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E-CHOUPALS: NETWORKING FOR MUTUAL GROWTH 
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FARMERS 






SANCHALAK 


At ITC's headquarters in Kolkata, Deveshwar is well aware 
that the company is on to something big. Although specific 
numbers are hard to come by at this stage, ITC reckons that 
over the next three years, this project could add over Rs 100 
crore to ITC's bottomline on investments of Rs 30 crore so far. 

But now, much of that gameplan hinges on the Hardoi ex- 


periment. It's an uphill task. In fact, driving through Hardoi is — 
like travelling in a time machine to the wheat belts ofthe Amer- | 
ican mid-west in the early 1900s. Just replace Hardoi's gun-tot- | 
ing farmer with a rancher on horseback, gun slung over his | 
shoulder. Back then, the problems were pretty much the same | 


as farmers in Hardoi now live with — small regional markets 
and no standard grading systems for the wheat. Farmers, even 


if big, were exploited by traders, who often brought the wheatat _ 
low prices, claiming it was of poor quality or that there was | 
weak demand. Storage, handling and transport facilities were | 
limited. So intermediaries like traders were needed. Conse- | 


quently, intermediary margins were high, accurate market sig- 
nals non-existent, wastage rampant and processing yields low. 

Things are different in the American mid-west today. Its 
farmers produce 36 bushels of wheat per acre, one of the high- 
est yields in the world, and its millers achieve flour extraction 
levels of 75%. Average waste levels of 2% are among the lowest 
in the world, and well ahead of the 8-1196 in India. Wheat farm- 


Uses the Net to provide spot quotes 
after examining produce sample 


If the price is right, farmers take the 
produce to the ITC collection centre 





ers in the US now get 92% of the delivered mill price as opposed | 
to less than 70% that Indian farmers now take home. The trans- | 


formation in America happened for one simple reason — the | 


emergence of two large, integrated grain processors, Cargill 


and Archer Daniel Midland (ADM). They ensured a supply of | 


high-yielding seeds, facilitated rural credit, set up infrastruc- 
ture to store and handle grain, and pushed milling technology 


to improve extraction rates. That is why in the American mid- | 
west, farmers now drive sleek cars on tarmac as smooth as silk. | 


They continue to carry guns, but that’s a different story. 
The moot pointis, can ITC do a Cargill? Perhaps not. “Build- 





ing a vertically-integrated chain like Cargill will take huge re- | 







FACTORY 








SAMYOJAK 


Co-ordinates a group of villagers 
Performs documentation work - 


Supplies farm inputs from ITC and partner companies 
to sanchalaks 


Builds relationships with sanchalaks and farmers 


sources, which would be impossible to sustain, says S. Sivaku- 
mar, CEO of ITC’s International Business Division (IBD). So 
what does ITC do? Simple. It builds an asset-light model. To fig- 
ure how it works, you have to first understand how the model 


| was developed and, more importantly, why it worked for soya. 


Mission Impossible 


To start with, think of a village square — the kind of place we 
call choupal in north India. Here people gather to smoke the 
hookah, watch TV, exchange gossip, laugh a while, talk work 
and the weather, before they finally head home. Quaint, but not 
worth writing home about. Unless you enable it with a PC, pro- 
vide access to the Internet, call it an e-choupal, and build a 
business model around it in a uniquely Indian way. Conven- 
tionally, a typical farmer sold his produce to a small trader 
called the kaccha adat. This man, in turn, sold it to a larger 
trader called the pakka adat. From here, the produce found its 
way to the local mandi (market), where a large trader came into 
the picture. Brokers touched base with these large traders and 
got the soya sold to a processor like ITC. Going through a loop 
as long as this meant procurement costs were as high as Rs 700 
per tonne of soya. Add losses in transit and taxes and the num- 
bers go up even further. 

Conventional wisdom demanded ITC build infrastructure 
to perform the functions of these intermediaries. At this point, 
ITC's first fundamental insight kicked in. “You can't lop off all 
intermediaries. Each of them performs a valuable function," 
says Sivakumar. For instance, one intermediary aggregates the 
produce, another one takes care of logistics, theres somebody 
else who provides transportation. It is costlier doing it yourself. 

Instead, he reckoned that disintermediation had to take 
place at the level of information flows. What it means is that be- 
cause the farmer lacked the resources to take his wheat to the 
mandi, he had to rely on information provided by others in the 
value chain and, consequently, accept the prices offered. At the 
end of all this, the farmer ended up a loser. 
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"The intermediary has informa- 
tion and, thus, extracts a greater mar- 
gin. So we said, if you bring this infor- 
mation to the farmer and use go- 
betweens where they are adding value 
directly, you have a business model." 

To do that, ITC first leased three 
soya processing and collection cen- 
tres. These centres were created in the 
mid-90s and had, since then, gone un- 
der. Then it started scouting villages 
around these centres for lead farmers 
(sanchalaks) to head each choupal. 
The computer was placed at the san- 
chalak's house and he was trained to 
use it. This way, ITC did not have to in- 
vest in kiosks. Farmers accepted the 
concept better because the co-ordina- 
tion was done by one of them. But the 
sanchalak had to be chosen very care- 
fully. He couldn't be too big a farmer 
because then his interest in making 
the choupal work would be low. And, if 
he were a small farmer, the rest of his 
community wouldn't accept him. Having put them in place, 
ITC started to pump information on daily mandi prices 
through the Internet into the sanchalak's homes. It also sup- 
plied them with information on best practices in farming and 
weather forecasts. Farmers would gather as they did at chou- 
pals, check the prices and head out to the collection centres to 
sell their produce. The idea of heading out to the collection 
centres struck the right kind of chords among the farming com- 
munity. Here, because systems were efficient, the transactions 
are completed in a few hours rather than days as they used to. 
So they came to the collection centres in 
droves. The sanchalaks, for their part in 
directing farmers to these collection cen- 
tres, were paid 0.5% for each tonne of soy- 
abean that originated from their choupal. 

Then there were commission agents 
at mandis to be dealt with. Traditionally, 
these were the people who controlled in- 
formation on prices and, hence, were 
quite powerful. The model knocked the 
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ITC’s Deveshwar feels that the 
company’s infrastructure 
creates value for the farmer. It 
also makes it a reliable supplier 
of goods and services, and a 
buyer of high-quality, cost- 
effective farm output 





wind out of their sails and they were understandably upset. 
- We were clear from the outset that intermediaries had a role to 
play and that e-biz couldn't disintermediate them," says 
Sivakumar. So a new role was envisaged for them: they would 
be samyojaks, or co-ordinators. Not only would they use their 
ties in the villages to nominate sanchalaks, but they would also 
be responsible for the relevant mandi documentation. In far- 
flung villages, situated miles away from ITC's processing cen- 
tres, the samyojaks would also aggregate the grain and bring it 
to ITC, For this, he was paid a 1% commission. Initially, many 
were apprehensive, but over time, most 
of them came in because when the math 
was worked out, most intermediaries fig- 
ured they weren't losing anything. What 
they lost in margins per unit they made 
up in the increased volume they traded. 
At the end of all these exercises, ITC re- 
duced the cost of procurement to Rs 200 a 
tonne from Rs 700 a tonne. That trans- 
lated into immediate savings of Rs 500 for 
both the farmer and ITC. 

Armed with these numbers, ITC 
started looking at how viable it would be 
if the project were scaled up. The math 
looked roughly like this. On an average, it 
cost Rs 40,000 to set up a basic choupal. 
In places where connectivity was terribly 
poor, and telephone lines to connect to 
the Internet still a pipe dream, ITC would 
have to invest in V-SATs. These invest- 
ments jacked up costs by as much as Rs 1 
lakh. ITC figures the money could be re- 
couped in three sowing seasons (18 
months). The numbers worked in their 
favour and they went all out to saturate 
MP At the time of going to print, MP had 
1,045 e-choupals spread over 6,000 vil- 
lages that covered six lakh farmers. 

Having done that, one thing was clear 
to ITC. Soyabean, at the end of the day, is 
only a 5 million-tonne crop in MP Wheat 
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Unravelling Two Pyramids 


ARUN MAIRA 
T market waiting to be 
tapped at the 'bottom 
of the pyramid', articulated 
by C.K. Prahalad, has caught 
the imagination of business 
people. To grow the market, 
Prahalad urged companies 
to redesign products 
targeted at richer buyers to 
bring them within the reach 
of poorer people in India 
and other developing countries. Another way to do that is 
to grow the incomes of the poorer people. The two 
approaches, from the supply and the demand sides can go 
hand-in-hand, as ITC is showing in its rural marketing. 
Henry Ford (I) had hit upon the same idea 80 years ago. 
He said he wanted the masses to buy cars. So he produced 
a cheap car and, at the same time, increased the wages of 
his employees. Ford’s model worked as he simultaneously 
redesigned the production organisation. In his mass 
production model, the workers at the bottom were 
extensions of machines that followed the instructions of 
supervisors who, in turn, executed the steps in the 
production chain designed by expert engineers. This has 
been the underlying production model in most industries 
that are venturing to tap the rural markets. Processes are 
streamlined within this model by ‘reengineering’ — 
reducing the number of people required in the supply chain. 
But to tap the latent market at the bottom of the pyramid, 


HE concept of a 


in UP on the other hand, is 14 times bigger. If they are to be 
players of long-term consequence, they have to tackle wheat. 
But replicating the soya model for wheat is quite another story. 


Mission Hardoi 


As our car approaches Hardoi, V. Sreedhar and Rakesh Pandey, 
managers at ITC’s Hardoi office, excitedly point at the crop. 
They think it is looking good. The temperature, at about 8° Cel- 
sius, is just right. “A day’s rain and all will be perfect,” says 
Sreedhar. We finally break journey at Sant Ram Singh's house. 
He was among the first to sign on as a sanchalak for the wheat 
choupal. The managers are greeted with the best palak pako- 
das in the world and warmth reserved for close friends. Over 
the last couple of weeks, Sreedhar and Pandey have been trav- 
elling routinely to Hardoi and meticulously documenting the 
characteristics of every strain of wheat each farmer in Sant Ram 
Singh’s village grows and punching it into massive databases. 
It'll come in handy when they start tuning the finer aspects of 
their revenue model with the wheat crop. 

After all, wheat is very different from soya. The numbers tell 


more poor people must be included in the supply chain — 
so that they can earn more — while reducing the cost of the 
products that are sold to them. This is a big challenge. 

A look at the companies trying to expand into 'poorer' 
markets reveals two challenges they face. First, managers 
have a hard time adjusting to the new form of production 
organisation. They are used to running their production and 
distribution organisation like a machine, geared to supply 
the customer at the end of the supply chain. The customer is 
king. The production employee is not. What if the customer 
is also part of the production chain, implying that the king 
may also be the servant? What is the relations ip the 
manager must have with such a person? Second, by itself, 
no corporation can provide income-generating opportunities 
for all those to whom it wants to sells its products. So a 
network of businesses is required which, by pooling their 
initiatives on the demand and supply sides, can increase 
economic activity at the bottom of the pyramid. This results 
in the other challenge for managers. Which is to work in a 
co-operative endeavour with other managers across 
organisational boundaries. ‘Silo mentality’ is notorious 
within large organisations. To work as partners and align 
incentives with others outside the organisation is harder. 

The new form of organisation that will unlock the market 
at the bottom of the pyramid is a web of relationships 
within and across the organisation. The pyramidal model, 
with the chief at the top and the workers labouring at the 
bottom, which is the underlying model of large business 
organisations today, may not help unlock the market at the 
bottom of the pyramid. So managers have some 
‘unlearning’ to do. Because they have to learn to make use 
of resources they do not own nor have direct authority over, 
and yet be accountable for results. 
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Arun Maira is chairman of the Indian operations of 
Boston Consulting Group. 


you that. After eliminating the inefficiencies that existed on the 
wheat value chain in much the same way it did with soya, ITC 
has, until now, managed to save between Rs 55-65 per tonne, 
shaving off almost 1096 of the procurement cost. When IBD 
worked backwards, they figured that with these kind of savings, 
they'd never be able to recoup their investments on the 
choupal. At best, they could manage 30% of their costs. From 
ITC's perspective, that just isn't good enough in the long run. 

Remember what we told you about the lack of standard 
grading systems in North America during the early 1900s? The 
problem is acute in Hardoi. It is compounded by the fact that 
the Food Corporation of India, the largest grain procurement 
agency in India, does not really care what it buys. 

Because the high quality wheat that goes into making their 
bread is available only in limited quantities, companies like 
McDonald's can scale up operations only to a limit. Or for Bri- 
tannia, the system makes it difficult for them to produce pre- 
mium biscuits. Even packaged wheat flour (atta), a market ITC 
hopes to be in when its Aashirvaad brand is launched. In atta, 
penetration never took off and currently hovers at just around 
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3%. The problem here really is one of inconsistent quality. 

“The other thing,” says Sivakumar, “is that the atta pre- 
ferred in Delhi is very different from that liked in Mumbai. Few 
people understand these subtleties and nobody addresses 
these problems.” If these concerns are addressed, ITC reck- 
oned it could charge premium prices and make Rs 1,000 from 
every tonne of wheat it traded in. Equally importantly, farmers 
would be paid adequately for premium quality produce. 

To do all of this, the origins of the wheat being offered ought 
to be tracked down. And that’s where the databases Sreedhar 
and Pandey are putting together come into play. When what 
each farmer produces is known, the wheat can be segregated at 
its origin. This makes it easier for IBD to sell wheat that meets 
the exacting specifications of McDonald's or Britannia. Or, for 
that matter, ITC could sell various strains of Aashirvaad at vari- 
ous price points depending on the quality. 

There are other attendant benefits in preserving the iden- 
tity of the wheat. For instance, take sharbati, a grade of pre- 
mium wheat. It sells for about Rs 12 a kg. There are grades of 
wheat similar to sharbati, but do not command a premium. 
ITC could blend wheat costing, say, Rs 7 with the more expen- 
sive sharbati, create the same texture, properties and taste, pay 
the farmer Rs 8, sell it at Rs 12, and still make a clean kill. That is 
often the standard practice among most processors. 

Having said that, reaping the benefits of ‘traceability’ won't 
be easy. Not enough premium wheat is grown in the country — 
largely a function of the fact that until now, incentives to grow 
premium wheat didn't exist. This means a few things to ITC's 
short- and medium-term future. While there are a few dozen 
wheat strains that grow across the country, ITC will have to take 
a call on what strains of wheat to promote. Then it will have to 
build sufficient incentives for farmers to grow the kind of wheat 
ITC wants. Says a food analyst who declined to be named: “I 
guess it'll be at least three years before ITC can hope to reap the 
benefits of inducting traceability into their business model.” 


Mission Impossible II 


Until now, this story has revolved almost exclusively around a 
single domain: how in the world does ITC plan to fine-tune its 


ITC's vans take the e-choupal message to villages. There, 
virtual help desks let farmers find solutions to problems 
via online interactions. ITC even has V-SATs for connectivity 





ITC 


procurement models and reduce inefficiencies? Let's look at it 
from another perspective. Assume an ideal world where invest- 
ments from the soya choupals are recouped in three seasons 
and those from wheat in five. At the end of this time frame, any- 
thing else ITC chooses to do with the infrastructure is either 
free or comes at a marginal incremental cost. The infrastruc- 
ture includes assets in terms of computers, modems and solar 


| panels for connectivity; a presence in strategic locations and 


warehousing facilities; and, finally, relationships built over 
time with samyojaks, sanchalaks and farmers. 

The point here is a simple one really: why shouldn't these 
channels be used to sell whatever the farmer needs? More than 
anything else, that’s what chairman Deveshwar is banking on. 
“With the choupal infrastructure in place, we are hoping to cre- 
ate a system that allows a two-way flow of products and ser- 
vices to the rural economy,” he says. 

In MP for instance, ITC tied up with Monsanto to sell high- 
yielding varieties of seeds. Here, the sanchalak collects money 
from farmers and places firm orders. Monsanto ensures deliv- 
ery. The sanchalak earns a commission of 2-3%. The samyojak, 
who now serves as a distribution point for sanchalaks in his 
catchment area, gets a 1-396 commission for his services. As for 
ITC itself, it collects anywhere between 2-3% for each transac- 
tion conducted on the network it has built. Why seeds? For that 
matter, anything from FMCG and consumer durables could be 
delivered through the network. Lanterns and gas-based stoves, 
for instance, are in high demand where power shortages are 
endemic. Having said this, a pertinent question emerges. What 
does ITC bring to the table that could lure companies targeting 
rural areas? Theoretically, the answers are fairly simple. 

First, sanchalaks are as close as any company can get to the 
end customer. This means they hold the potential to pick up 
market signals and customer information first and transmit 
them back to the distribution channel. For companies on the 
network, this means having a finger on the pulse of rural India. 

Second, the way most FMCG companies currently operate, 
they are most viable while servicing populations above 
100,000. Remember the cliché India lives in its villages? The 
cliché continues to hold true. There are enormous pockets of 
widely dispersed markets where population 
sizes are below 2,000. ITC, with 1.5 million 
outlets across the country, an army of mo- 
bile traders and cycle-based distributors 
claim to understand the nuances of catering 
to these populations. So the value proposi- 
tion here really is that by going on board 
with ITC, a potential seller does not have to 
invest in the infrastructure. 

Finally, there is the business of endorse- 
ment. A company using the network can ask 
ITC to endorse a product. ITC may do that if 
the product meets certain specifications. 

There is no rocket science involved with 
the revenue model here. ITC simply takes a 
small transaction fee for every deal that 
takes place on its network. The upside po- 
tential is huge. The market for agricultural 
inputs in India has been valued at 
Rs 175,000 crore. As against this, the to- 
bacco market, where ITC is the strongest In- 
dian player, is worth only Rs 15,000 crore. 

So far, from the pilots that ITC has run, 
things haven't quite gone ITC's way. Until 
now, the network has generated just about 
Rs 7 crore. To a large extent, this is a function 
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| the investment are difficult to come by,” says s Kapil Mehan, 
: vice-president, Tata Chemicals. EID Parry's Indiagriline. com 

| and Parry's Corner (the physical avatar), and Nagarjuna — 

| Fertilizers’ ikisan.com, which tried creating ¿ an eane ete 
| in rural India, have also come a cropper. | 

j | So what's prevented these players from scaling up? A 

™ HE signs of struggle are all too apparent. More than | plethora of issues continues to dog these initiatives. First, 

. three years ago, attracted by the agri-business | there is, in some cases, a lack of trust with the farmer since 
opportunity, some of India's best known corporations many of these models rely on intermediaries whom the 
hindra & Mahindra, Rallis, EID Parry, Tata Chemicals farmers don't quite trust. "Credibility is an issue as many of 
garjuna Fertilizers and Chemicals jumped into the them are working with the same dealers who have been 
with their own innovative business models. But many cheating the farmers," says a Mumbai-based consultant 
iese models are struggling to scale up. who has worked for one of these initiatives. 

| “Most of them — the Mahindras, Rallis and the Tatas — So ramping up volumes is painfully slow. Besides, many 
built their model around the concept of a one-stop shop for | models have high fixed costs. The fixed cost of a Rallis Kisan 
jri-inputs like seeds and fertilisers and extension services Kendra is close to Rs 5 lakh-6 lakh, while the variable cost 
armers. Shubh Labh, the Mahindra venture, has so far could be Rs 10 lakh. This includes a telephone, a PC, 

up 36 centres in 10 states. On a turnover of Rs 7.2 crore, | furniture, 2-3 motorcycles for the field staff, and costs like 
sted a loss of Rs 5.24 crore in 2001-02 and is unlikely rentals, overheads and salaries (for 6-8 employees). “If they 
mprove its position significantly this year either. Rallis, have to recover their cost, the revenue should surpass it. 
has had a hard time. "We are in a pilot mode and have | The scale at which they are operating doesn't allow them to 
managed to break the profit barrier. We are spending do that," says a banker who has monitored Rallis’ model. 
iore than what we are earning," says J.S. Oberoi, vice- In fact, in states like Madhya Pradesh, Rallis has done 
sident (agri-business), Rallis. Even the Tata Kisan Kendra | 20,000 acres. "But even then it doesn't have the confidence 
, launched by Tata Chemicals, has not overcome the to scale up. For that it needs to hire more people, as one — 
ng troubles. "The revenue streams required to sustain agri-extension worker cannot cover more than 250-300 


CORECARD: WHY THEY ARE FINDING IT DIFFICULT TO SCALE UP 
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Refining the model. Resolving issues : High operating c costs as revenues 
to fine-tune operations and reduce — i are still low. A centralised corporate 
operational costs : structure og ft jS growth 











Rallis 
Kisan Kendra 


Brought in sub-franchisees to reduce : Low acreages, poor volumes, slow 
franchisees’ cost and scale up faster. i returns and competition: from 
Sub-franchisees bring in local contacts : undercutting the traditional channel 























Hasn't made much headway. Setup i Poor volumes, thanks to channel 
a strategic business unit to ensure. ; conflict with the traditional channel - 
focus; also streamlining sourcing : that undercut its TENE | 


Scrapped the original model. New ; Static crop p information tati wasit | 
model will now subserve Nagarjuna's : useful. No trading in input and output. p: 
interest in the nutrient space si Couldn: t be a Sind alone model - 






A Kiosks survive on PC-based revenues. 
&) INDIAGRILINE e-commerce hasn't taken off. Plans — : 
We to sell financial products like insurance. į 
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E dealers throws. in 


farmers," adds an observer. Just consider the costs: every 
centre has 6-8 employees. So if it has 10 centres, it would 
need 60 people. Taking an average salary of Rs 1.5 lakh, 
that would mean an outflow of Rs 1 crore per month in 
salaries itself. Besides, there are additional overheads. So, 
unless volumes go up, operating costs would remain high. 

. Then, there is the issue of channel conflict, which all the 
input-driven models like TKK and Mahindra Shubh Labh 
have had to encounter. Tata Chemicals, which tried to run 
the TKK model parallel to its fertiliser sales and marketing 


-. . organisation, realised that its wholesalers would tend to 

- undercut the TKK franchisees. “We need to have a 
Structured way of disengaging and lowering our stakes in 
T the traditional channel," says Mehan. 


Replacing "e traditional channel of input and output 






gt clouded like Rallis or Mahindra as s inputs and 


trap the receivables through a marketing company like 


Hindustan Lever or Cargill as ICICI is doing. The recovery 
has been high (ICICI says it is 100% though market sources 
peg it at 85%), but it is difficult to pull it off, especially since 
there is no way to bind the farmer to sell the produce by 
contracting to buy his produce. Farmers tend to go to the 
trader, as they need cash immediately — they often borrow 


_ from rural co-operative banks, and never go back to them. 


Also, recovering the money from the farmer is far more 
difficult for a large corporate than it is for a local money- 
lender. "A corporate is an invisible guy. A farmer won't cheat 
or fool around with a local guy," says an executive who has 
implemented one of these pilot initiatives. 

. Many corporations do not have the requisite knowledge 
in procurement. "Corporates need the organisational know- 
ledge of handling samples. The market does not reward you 
for scalping, but for taking positions. You have to under- 
stand the fundamentals of commodity trading," says a 
sourcing expert. So if you are sourcing coffee, you should 
know what's happening in the consuming markets and 
have people who can interpret it for you. 

All these models have a long way to go. Already, some 
fine-tuning is being done to correct the flaws. To reduce the 
burden on its franchisees, Mahindra Shubh Labh has 
switched to a two-tier model of franchisees and sub- 
franchisees. "This has allowed us to scale up much faster," 
says Kairas Vakharia, CEO, Mahindra Shubh Labh Services. 
Being a local person, the sub-franchisee is able to mobilise 
grassroots contacts and drive volumes. Rallis, too, has tried 
to reduce overhead costs. "We are looking at issues of 
sourcing, getting the back end in place and streamlining 
credit disbursals. If we don't solve them, they add to our 
costs and eat into our meagre income," adds Rallis' Oberoi. 
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stature in his community, the sanchalak fi m tar 2: 
the support of his brethren. Of late, to strengthen co 


HC has bdo offering rewards for community-buil 





ITC took care to ensure that it did not knock out ps inte 
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ITC's cigarette distributors ca came in rae pras the comp: 
setting up the wheat choupals in UP. Cigarette volumes i 
to plateau, so these wholesale distributors were open 
revenue stream. They became samyojaks. They became respo 
for storage, mandi documentation oe mai intaining records 










Any new initiative is first tested with the sanchalaks to chec 
would be viable. Besides, regular choupal meets are held. These 
help generate new ideas 
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of the fact that ITC has, until now, dabbled only with products 
— chemicals, herbicides and seeds, for instance — that are sold 
strictly on cash payment. Rural India doesn't always work that 
way though. The current demand for rural c redit is in the re- 
gion of Rs 143,000 crore, This reality hasn't been lost on ITC. 
That is why the company is trying out various initiatives toi 
grate credit into its portfolio of offerings. This include 
kisan credit cards and roping in banks like ICICI with i 
in offering rural credit to opt in to the network. Thes 
sue that's impeding the network from taking off are ch 
conflicts. Most players trying to sell into rural markets ha 
vested in sales and distribution channels. Admits Sivakum: 
"Channel conflict is a very live issue.” There are glitches to b 
ironed out. But don't forget India lives in 6 lakh villages. 


The Next Step 


While the wheat experiment in Hardoi will test the robustness 
of ITC's model, the company isn't waiting for the results, ' 
realise we must keep investing in the model, keeping in m 
our corporate strategy of gaining access to the rural econo 
Results are bound to come," says Deveshwar. 

In its existing markets, the model is expanding at the rate. of. 
five choupals every day. In 2004, the company will start setti 
up e-choupals in 11 other states including West Bengal, Ra 
jasthan, Maharashtra, Tamil Nadu and Kerala, where the COM 
pany will explore horticulture, paddy and possibly cotton. 

Of course, much of all this will depend on whether the gur 
toting farmers of Hardoi give the project a thumbs up. 





* 
















MAGAZINE OF THE NEW ECONOMY P 37 BLISINESSAYTH DOO TANTEA DW ons lux 


Photographs: TRIBHUWAN SHARMA 


Politicians, film makers, entrepreneurs, bureaucrats and management gurus — just a few of the speakers at TieCon 
2003. (L-R) Planning Commission’s K.C. Pant, Singapore minister T. Shanmugaratnam, Sam Pitroda and Aamir Khan 


VIDYA VISWANATHAN 


HE last time this country was mo- 
bilised was when we declared 
Poorna Swaraj in 1929. We did not 
know how we would get it. But 16 
years later, we did,” thundered 
C.K. Prahalad, the master strategist, who 
is now strategising for TiE (The Indus 
Entrepreneurs) too. "What the country 
needs is an aspirational goal. Why can't 
this be: growing at 10% for the next 10 
years and creating about 10 to 15 million 
jobs every year," he asked. 

That was the tone of the TiE annual 
do in Delhi last week. Since 1999, the TiE 
event has been a big pull for venture cap- 
italists, wannabe entrepreneurs, done- 
it-all techies and various industry asso- 
ciations. This year, the event just got 
bigger and better. The theme of 'India: 
Centre of Innovation clearly went down 
well with the 800-odd delegates as the 
Maurya Sheraton saw record atten- 
dance. And why not? With speakers like 
Prahalad; Sam Pitroda; T.N. Srinivasan, 
the chairman of the department of eco- 
nomics at Yale; Ken Wilcox of Silicon Val- 
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CULT WITH 


A MISSION 


This edition of the TiE conference saw some 
good ideas — and a dose of glamour 


ley Bank (3096 of his customers are Indi- 
ans); Pradman Kaul, CEO Hughes Net- 
work; and Tharman Shanmugaratnam, 


the Singapore minister of trade, industry 


and education, it was a day where you 
could expect a few new ideas. 

One of the first to grace the podium, 
Shanmugaratnam grabbed the oppor- 
tunity to market his country. The profes- 
sional-turned-politician outlined Singa- 


pores core competencies in the knowl- 
edge economy and said he wanted Sin- 
gapore to be an extension of India in east 
Asia and a gateway between India and 
China. "India has scaleable talent while 
Singapore has demonstrated reliable in- 
frastructure and management talent" he 
said, also inviting Indians to build a sec- 
ond home in Singapore. 

Not to be outdone, the Indian bu- 
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HEARD AT TIECON 2003 


TE 

HERE should be 500 IITs in 
india.” 

— Kanwal Rekhi, who has donated 
$3 million to IIT-Mumbai 





"N TAN 
E don't need foreign direct 
investments. We have more resources 
than we know what to do with. There 
are at least a trillion dollars locked up 
in misallocated, trapped and wasted 
resources, ” 

— CK Prahalad, who had used 
public data to arrive at this conclusion 





|F we want to project ourselves to 
the world, we have to take the 
entertainment industry seriously. We 
have engineers, scientists, 
managers...we need a storyteller,” 
— Subhash Ghai, Film maker 





d | F you don't have a vision, small 
minds will take over” 

— President Abdul Kalam, at the 
reception he hosted for TIE members 


reaucrats got into the 
act. Government offi- 
cials networked ag- 
gressively. There was 
Vivek Atray, IT director 
of Chandigarh, hard- 
selling Mohali. The 
fact that Infosys was setting up a 20-acre 
campus was a talking point for him. Also 
spotted were Kerala's Industry minister 
PK. Kunhalikutty and IT secretary Aruna 
Sundarajan, intently listening to ‘super 
cardiologist’ Naresh Trehan. The two 
also cornered Prahalad. (Kerala is host- 
ing its own global investor meet soon.) 

Prahalad, in fact, was greatly in de- 
mand. His session on India’s economic 
agenda, where Rajat ‘McKinsey’ Gupta 
was co-speaker, saw maximum atten- 
dance. Apparently, deputy chairman 
planning commission K.C. Pant wanted 
Prahalad to deliver a talk for his folks too. 
During his own speech, Pant echoed 
TiE’s sentiment: “Private enterprise is 
central to growth,” as he outlined the 
four important things that India had to 
do to achieve an 8% growth. IT secretary 
R.R. Shah was highly visible too. 


INDIA 2003 








Of course, there was the staple VC 
panel discussion — a most interactive 
session as the audience threw questions, 
many of them critical, to the panelists. 
When asked why the VCs were so con- 
servative, Rahul Bhasin of Barings said 
that because of market anomalies, ma- 
ture firms could give high returns. For 
example, the Rs 1,600-crore auto com- 
ponent firm Mico is available at 4.5 
times cashflow and it has a 90% global 
market share in fuel injection systems. 

Apart from all the known VC names, 
there were a few interesting additions. 
For instance, there were investors of In- 
dian origin outside the US like Sat Pal 
Khattar of Network India, Singapore, 
one of the early investors in HDFC bank. 

This time round there was a fair dose 
of glamour too. The entertainment in- 
dustry, which made its debut last year, 
turned out in full force. Showman Sub- 
hash Ghai, who has raised Rs 25 crore to 
set up his film institute, was a speaker as 
were producer Bobby Bedi and Reliance 
Entertainment's Amit Khanna. But the 
star attraction was Aamir Khan. 

All of them oozed confidence that In- 
dia would be global player in the enter- 
tainment arena soon — perhaps more 
so than IT. On the back of this enthusi- 
asm, a venture capital industry is spring- 
ing up. Saurabh Srivastava of TiE Delhi is 
now turning into an entertainment in- 
dustry VC! 

Even as contacts were being es- 
tablished, and promises made 
to meet at the next do — 
the Pravasi Bharatiya 
meet at Ficci — about 50 TiE 
members were 'bussed' to 
the Rashtrapati Bhavan for a 
reception hosted by President A.F 
J. Abdul Kalam. The president articu- 
lated his 'Vision 2020': a route to make 
India a developed country by 2020. This 
struck a chord with the TiE members. 

“Sir, you have the vision and can 
make it happen. I know there are at least 
500 young Ph.D.s there waiting for you. If 
you call, they will come," was Prahalad's 
response. The two then shared memo- 
ries of their guru Vikram Sarabhai. 

TiE co-founder Kanwal Rekhi men- 
tioned that CKP's vision for the associa- 
tion was to keep the virtuous cycle of 
wealth creation going. The goal is to 
have 1,000 TiE chapters in this decade 
and in smaller towns. In fact, the presi- 
dents of TiE Uttar Pradesh and TiE Patna 
were present here. So was Babar Ali, the 
president of the Lahore chapter of TiE, 
who shook hands with the president. 
Now that really is called bridging the 
divide digitally! Lj 





BHARTI 








The Mobile 
Executive 


Pepsi's Sanjay Nandrajog 
joins the Bharti group 


ALL it very fast- 

moving goods, 

if there is such 
a word, laughs 
Sanjay Nandrajog. 
Thats the term 
Nandrajog uses to describe the intensity 
of the competition in the Indian cellular 
industry today. 

This month the 40-year-old took the 
plunge as Airtel's Delhi circle head end- 
ing an eight-year-long stint with Pepsi 
Co — incidentally, this is the second per- 
son Pepsi has lost to Airtel. Deepak Jolly, 
the corporate communications head of 
the cola giant, joined Bharti last month, 
but the two moves were unrelated. 

Nandrajog didn't come easy (or 
cheap, we bet). At 40, he has age on his 
side and the job required someone rea- 
sonably young, but with adequate expe- 
rience. The Delhi-based search firm Ex- 
ecutive Access hounded him over 
several meetings spaced over three 
months before netting him. 

Says Ronesh Puri, head of Executive 
Access: "I'd say this would be in one of 
the Top 10 toughest assignments I have 
handled. We've spent about 30 hours 
trying to convince him." The issue was 
that Nandrajog had a good thing going 
in Pepsi where he joined as head of 
Mumbai sales in 1995 and left as head of 
Western India operations. 

Finally, the "learning in such chaotic 
times" was what got Nandrajog in. With 
Reliance Infocomm’s entry, he'll get all 
the chaos he needs. a 


RADHIKA DHAWAN 


Breaking 
News 
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N the price sensitive Indian market, businesses have 
traditionally been compelled to pursue and pass 
through savings in sales tax to customers and this is the 
principal reason why Pondicherry, Silvassa and Daman 
have become popular ‘investment’ destinations. 
Unfortunately, these tax havens have now come to be- 
lieve that the near ‘screwdriver’ factories they spawn bring 
neither employment nor tax collections, so there is little 
reason to go on providing these benefits. I disagree with this 
view, of course, and besides, I think there is a huge ethical is- _ 
sue here, but then government has never been about ethics, 
not in India anyway. Over the last two years, tax haven gov- 
ernments have been asking that their tax-free status be 
withdrawn. These prayers were finally answered when, as 
part of the 2002 Budget, the Daman and Silvassa tax benefit 
on interstate sales was limited to dealers alone and sales to 
individual customers were excluded. | 

Given the Indian consumer's price sensitivity, 
how should manufacturers respond to this 
change? There are basically two options. 

Some companies plan to contest this 
change. One white goods company has 
obtained an opinion from an eminent 
tax expert stating that this budgetary 
change does not impact industries 
already established and continues to 
ship its goods on a zero tax interstate 
basis. I disagree with this opinion. 

More significantly, the whole basis of 

VAT (value-added tax) lies in the as- 
sumption that the entire country is sub- 

ject to a uniform sales tax structure. Once 
India goes to VAT, the days of sales tax exemp- 
tions as a business opportunity shall definitely be 

at an end and sales tax havens are going to disappear. 

The other option is to find another tax-saving model. In 
India, it's always possible to find another model, which is - 
what makes us such an inventive and enterprising people! 
The era of sales tax planning may be at an end, but that is 
not true ofall indirect taxes. Companies are already working 
on excise duty exemptions as the next big idea. 

Assam and Jammu & Kashmir are the two principal des- 
tinations that offer substantial excise tax benefits. J&K is the 
new kid on the block and while it undoubtedly provides su- 
perior location and logistics, there are a bunch of issues 
here that need to be separately addressed. Let us look at As- 
sam for the moment. | 

Contrary to popular perception, Assam has changed 
radically in the last two years and signs of industrial revival 
are unmistakable. Guwahati itself is a thriving metro offer- 
ing an adequate business environment. Within the last two 


END OF SALES TAX HAVENS 


COMPANIES LOOKING 
FOR A TAX-SAVING 
MODEL ARE ALREADY 
WORKING ON EXCISE 
DUTY EXEMPTIONS AS 
THE NEXT BIG IDEA 


RANJEEV C. DUBEY 


years, major industrial houses have moved to Assam. Assa- 
mese labour is generally hardworking and apolitical. Local 
industrialists do not report any meaningful union activity. 

Assamys greatest attraction lies in the fact that it does not 
require a company to 'own' the business in order to enjoy 
excise duty benefits. Within applicable guidelines, it is en- 
tirely possible to structure a franchise-manufacturing 
model, which at once provides adequate 'control' and yet at 
the same time minimises both financial outlay and its asso- 
ciated risk. Assam has a substantial resident population of 
entrepreneurs with enough money to build a franchise fac- 
tory to the requirements of an incoming company. 

This is how it works. Basically, a local entrepreneur puts 
in his own money and sets up the factory. The incoming 
company outsources its manufacturing to this franchisee, 
supplying the parts and overseeing the 'manufacturing' 
process. When the goods have been manufactured, the 

company takes the goods back and clears them 

from Assam without eventual excise duty 

liability. Naturally, the incoming company 

must pay conversion cost to the 

franchisee. 

Onthe upside, if an incoming com- 

pany is willing to substantively invest 

in a factory, it can capture many ben- 

efits beyond excise duty. Thus, in re- 

lation to the Central government, 

new industries are entitled to a 100% 

income tax holiday for five years and 

25% for the next five, a 50% transport 

subsidy, a 1596 capital investment sub- 

sidy, a 396 subsidy on working capital loans 

for 10 years and a 100% subsidy on insurance 

premiums. There are state government benefits 

too: a seven-year tax holiday on local sales, up to 50% power 

subsidy, 5% interest subsidy on working capital loans, 50% 

subsidy on generator sets, varying subsidies on electricity, 

procurement of know-how, pollution and quality control 
equipment, manpower training, and so forth. 

Every incoming company then has the choice of making 
a substantial investment and reaping a rich harvest. Even if 
the investment budget doesn't get past the board, it is possi- 
ble to absorb a minimal operating cost and save excise duty 
alone. On this minimal option, after factoring in the cost of 
relocation and transportation, an incoming company is still 
capable of capturing more than half of the excise benefit as 
net saving. 





Ranjeev C. Dubey is a practicing lawyer and managing partner of 
New Delhi Law Offices (South). He can be contacted at 
ranjeevdubey@yahoo.co.in. 
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Offer stalled 


STIRRING TROUBLE FOR 
BAD COMPANIES 


n P 


Fraudulent encashment of dividend cheques - 


Banks made to pay investors back 


MES S I. orsus 
CRB Capital Markets defaults 


Recovery from loans to directly pay off 
depositors 


1807 
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CRUSADER 


KIRIT SOMAIYA 





Lok Sabha MP Kirit Somaiya has made a 
career out of chastising bad companies 


T. SURENDAR 


NE moment, you believe you 
have met the most disorganised 
man ever. He would be juggling 
phone calls, looking at the day's 
mail, dictating letters and drink- 
ing tea — all at the same time. He may 
well be talking about disconnected sub- 
jects — salt-pan lands in Mumbai, the 





| offer to buy back L&T shares at Rs 190. 


balance sheet of a troubled co-operative | 
bank or fixing up a meeting with the | 


deputy prime minister. He may ignore 
your presence entirely. Until you say two 
magic words: 'investor protection. 

The effect can be stunning. Instantly, 
you have the mans attention. His eyes 
focus; his ears strain as if a cat had smelt 
its prey. Meet Kirit Somaiya, 45, Lok 
Sabha MP and the BJP parliamentary 
party's chief whip. He heads the Invest- 


ors’ Grievance Forum (IGF), which stal- | 
led the Rs 12,000-crore A.V. Birla group | 
company Grasim’s open offer for engi- | 
| was better. The L&T board then invited a 
| global tender for strategic investment. 


neering giant Larsen & Toubro (L&T). 

Somaiyas reaction is not surprising. 
He has built his political career on the 
IGF platform. Name any scam, Somaiya 
and IGF were in the forefront (See 'Stir- 
ring Trouble For Bad Companies’). 


But the L&T case may well be his © 


crowning glory. The day after the offer, 
IGF noted it was not in the interest of 
small shareholders. Grasim bought Reli- 
ance Industries' (RIL) shares in L&T at 


Rs 306.50, gaining seats on the board for | 


Rajshree and Kumaramangalam Birla. A 
year later, Grasim made a public open 


Only a Compaq. 
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Somaiya wrote to the Securities and 
Exchange Board of India (Sebi) and fina- 
ncial institutions saying Grasim con- 
nived with RIL to get on to the L&T board 
and so, must pay all investors Rs 306.50. 
If Sebi agrees, both will be booked. 

The backlash of the case will also af- 
fect an earlier deal between the Tatas 
and Gujarat Ambuja for cement major 
ACC. Both offers add up to Rs 2,000 
crore. "Who would ever dare to take on 
these big corporates?" he asks. He claims 
both the Birlas and the L&T manage- 
ment are in touch with him. The L&T top 
brass even made a presentation to him. 

Recently, Somaiya found the L&T de- 
cision to hive off cement as a subsidiary 
and bring in UK-based CDC as a strate- 
gic investor detrimental to investors. 
Managing director A.M. Naik wanted to 
give one cement share for every four L&T 
shares held by investors and keep the 
rest with L&T. Somaiya felt the Birla deal 


Somaiya says: "The executive board was 
using IGF and Sebi to further its cause." 
Not many of Somaiya's efforts have 
yielded results to investors. The planta- 
tion firms have not returned any money. 
Sterlite and four other firms bought back 
shares from investors. Even in the L&T 
case, he expects Grasim and L&T to ar- 
rive at a compromise. Says a Congress 
Party member: "Somaiya arrives after 
the crime has been committed. IGF is 
just another political ploy." R 
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What happens to a town which draws al- 
most its entire lifeblood from a single in- 
dustry, when that industry itself goes into 
decline? To see that, you could go across to 
Itarsi, which was built around a thriving 
ordinance factory. Or to Bokaro. Or you 
could go to Durgapur, as BW did... 


HE long procession noisily weaves 
its way through the clean and tree- 
lined roads of Durgapur, a crowd 
of curious onlookers and a forest 





noon of militancy. West Bengal is on fire 
as the Naxalites run amok. The steel 
workers have rent the air with their 
provocative cry: “chakka bandh, dhuan 
bandh.” (Stop the wheels. Stop the 
smoke. Stop work at the steel plant.) 
There is an undercurrent of anger as 
they threaten to go on strike. Yet again. 
Many of those same roads have now 
changed beyond recognition. They are 
deserted and littered with garbage. The 
urban malaise is evident elsewhere as 
well. The Durgapur Steel Plant (DSP) 
township is in shambles. DSP Hospital, 
once highly-regarded, has seen occu- 


MAGAZINE OF THE NEW ECONOMY 












Sec m meam = a > - 





Decline Of 
Durgapur 


of red flags. It is 1968 — the high 





This township was built around one single 
industry — steel. When that slumped... 


pancy decline to 60%. All schools in the | 
township had to cut down to one shifta | 
day because of the lack of students. And 
in the once-bustling Benechity market, 
sales volumes have come down by 30- 
50% and there are not enough shoppers 
even at peak times like Sunday evenings. 

The sound and fury now survive as 
sepia-tinted memories in the minds of 
the men and women who helped build 
the boom town of Durgapur in the 50s | 
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and 60s, decades before it became a 
metaphor for the crumbling industrial 
economy. And who have seen it decline 
into a squalid city with little hope. 
Durgapur has always been more 
than a spot on the map. It has been a 
state of mind, first reflecting the heady 
optimism of the decade after Indepen- 
dence and now reflecting the collapse of 
both the steel sector and state socialism. 
The stark truth — that the dream has be- 


BUSINESSWORLD 20 JANUARY 2003 


ee WW" 


ee eee —— LL 


come a nightmare — is accepted by the 
likes of 77-year-old R.N. Bhattacharya, 
who worked at the Alloy Steel Plant for 23 
years: “The dream has been shattered,” 
he says, as he sits outside his pretty blue- 
tiled bungalow at the City Centre. 

It was not like this three decades ago. 
The wide, tree-lined streets still remind 
one of other planned cities like Chandi- 
garh and New Delhi. The city of Durga- 


pur was conceived as a tribute to steel | 


and socialism. And that was how the 
young engineers who flocked to it saw it 
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DURGAPUR | RUST BEN 


Like the rusting board announcing the core values of the Steel 
Authority of India, the Durgapur steel city too is rusting. 1: Mamra 
market at 4:30 p.m. — it has no customers to satisfy. 2: The once 
smooth roads are broken and potholed now. 3: SAIL staffers took 
out protest marches when the company paid ex gratia to its em- 
ployees and then deducted it from their salaries; there were no 
profits. 4: With hardly any jobs available, the youth have set up 
small outfits like computer or management training institutes 





a college lecturership. 
It then had the 
rough-and-tumble ex- 
citement of a frontier 
town. A steel plant was 


colonial masters. Bha- 
ttacharya's father and 
brother worked for 


pur. The white heat of 
the blast furnace beck- 
oned him too. And 
with it came the 


of a resurgent India 
tempered with steel. 
Now take a left turn 
off the new express- 
(ees way on the old Grand 
sorry reality hits you in 
the face: Durgapur is a 
dying city. The huge Mining And Allied 
Machinery Corporation (MAMC) fac- 
tory sits on the horizon like an ugly mon- 
ster. It was once the pride of socialist In- 
dia. It was shut three months ago. The 
iron gates are locked. The roads around 
it are pock-marked with craters. Chakka 
bandh, Dhuan bandh. The militant 
dream has finally been realised, if only in 
a most perverse manner. 


to Durgapur, foregoing | 


coming up with alittle | 
help from the former | 


Tata Steel at Jamshed- 


chance to share Jawa- | 
harlal Nehru's dream | 


Trunk Road, and the | 


A couple of lanes away from Bhat- | 
tacharyas house lives Akhil Chandra | 
Mondal, who retired as an executive di- | 
too. In 1958, Bhattacharya made his way | rector of DSP He too came in search of a 





invent 


dream in 1960. Recently Mondal and a 
friend were taking their constitutional 
evening walk when they were suddenly 
cornered by a group of unemployed 
young men. "You have spoilt our future," 
they said. Mondal and his friend had no 
choice but to admit: "Yes, we have." 

There are no jobs here in Durgapur. 
The young have fled the wasteland, leav- 
ing behind a grey population. The steel 
plant, which is the town's biggest em- 
ployer, has cut its workforce from 40,000 
to 18,500 over the past decade. "No par- 
ent wants his children to stay back here," 
says Mondal. Just then, with incredible 
dramatic timing, the phone rings. It's 
Mondal’s 24-year-old son from Mumbai. 
He has just been interviewed by a soft- 
ware firm. The steel man smiles. 

What went wrong? Ask the question 
to anybody in town, and the first answer 
is: "The trade unions are responsible.” 
Cut to 6 August 1966, the day that all hell 
broke loose. Two union activists died 
that day: one succumbed to injuries 
from a lathi charge the previous day and 
one died in police firing that very day. 
The communists were in power in 
Kolkata as part of a coalition govern- 
ment. The labour minister in that gov- 
ernment told the workers: "We can 
gherao anybody, anytime." 

Two senior managers were stripped 
near the Chitralaya cinema house and 
sent home in towels, Terror reigned. The 
workforce in the steel plant doubled — 
from 17,500 in the mid-60s to 35,000 in 
the early 80s. "There was a huge employ- 
ment racket. Virtually anybody could 
walk in and demand a job. The manage- 
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ment could do nothing," says 
Mondal today. "The work cul- 
ture deteriorated because of the 
unions. We were all responsi- 
ble," says Bikash Ghatak, an ac- 
tivist in the Congress-con- 
trolled union. 

He comes from an area 
where villages were displaced 
to make way for the new steel 
plant. Though Ghatak was only 
six then, he has vivid memories 
of the steel plant coming up. 
The Grand Trunk Road used to 
be deserted and the villagers 
were mobilised through bullock carts. A 
number of villagers got jobs. "There was 
excitement all around. People queued 
up for jobs. There were no interviews," 
says Ghatak, adding wistfully: "There is 
now a realisation that I could have saved 
the plant, had I worked." 

That the unions are being held re- 
sponsible for Durgapur is nothing new. 
In 1969, the Hindustan Steel Employees 
Union at Durgapur (allied to the com- 
munist parties) published a small pam- 
phlet: Truth Behind Slander. Here, the 
union claimed that the problems at the 
plant started almost from Day One, 
*when the British consortium, with the 
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Empty hospitals (left) and deserted quarters (cen- 
tre) are a common sight in a city that is left with an 
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ageing population (below) living on interest income 





connivance of their Indian counter- 


parts, supplied outmoded, rotten and 
defective machineries and materials 
rendering the plant incapable of achiev- 
ing the initial production target of one 
million tonnes and thus rendered it into 
a sick plant". The union also mentions 
immense repression in those days. 

It is easy to point fingers at one 
group, and especially the trade unions. 
The fact is that the assumptions on 
which Durgapur was built have been 
shattered. The steel industry no longer 
occupies the commanding heights of 
the economy. The government has 
shown it is incapable of running enter- 

prises. Socialism is threat- 
! ened by globalisation. So, 
how could a steel plant that 
has made profits only 
thrice in its history survive? 
There is a sickening in- 
evitability to Durgapur's 
decline. And face it: the na- 
tion has got nothing out of 
the Rs 40,000 crore sunk 


Even people like DSP's 
former executive director 
Mondal see no hope on 
the horizon 





nw 
EDDA 





into this plant. The money has 
been wasted... 

And what about Durgapur 
town? What about its future? Or 
that of other steel towns like 
Bokaro and Rourkela? Their for- 
tunes are closely linked to that 
of steel. All civic amenities de- 
pend on the big brother com- 
pany; the town's fortunes move 
in tandem with that of the com- 
pany. In the era of administered 
prices, the cost of maintenance 
got padded into the price of steel. Con- 
sumers had to bear the cost of providing 
roads and water to Durgapurs residents. 
It was all over when steel was decon- 
trolled in 1991. 

Durgapur is struggling to cope with 
the change. There are some signs of an 
urban renewal. According to the Asansol 
Durgapur Development Authority, the 
region has attracted Rs 1,200 crore of 
new investments in the past two years. A 
service economy, too, is trying to take 
root. An earth station is coming up to 
connect Durgapur to the world. In antic- 
ipation, a Rs 50-crore software park is 
being set up. As is a Rs 20-crore urban 
plaza; among the companies which 
have booked space are Reliance Info- 
comm, ICICI Bank, HDFC Bank, 
Reebok, MusicWorld and Kodak. Four 
new private engineering colleges have 
come up, as well as several hotel man- 
agement and computer institutes. 

It is evening. Dusk settles on the steel 
city. There is an eerie silence all around. 
And somewhere in those crumbling res- 
idential townships, there are veterans 
going to bed with the disturbing thought 
in their minds that they almost suc- 
ceeded in doing whatever it was that 
they came here to do. bri 
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SHISHIR PRASAD 


ANDRA Bullock is in trouble. 

There is a bomb on the bus she's 

on and the driver has fainted. Out- 

side, Keanu Reeves is bullying the 

black guy and screaming his lungs 
off. He doesn't want the bus to slow 
down. The bus will explode otherwise. 
The speed, the heat, the sweaty passen- 
gers, the adrenaline rush is beginning to 
fill the room. The room is getting all 
stuffy and sweaty. "I am sorry. The air- 
conditioning is not working properly." 
What? Who is this third guy, short, very 
Indian, overlapped, juxtaposed over 
Reeves and Bullock? "All that is coming 
over our network," says the 3-D man 
with the 2-D Hollywood images playing 
over a large 25 sq ft screen in the back- 
ground. Suddenly, the bus driver faints 
once more, and Reeves starts yelling 
again. "Yes. That is a short movie clip put 
in aloop — for demonstration purposes. 
Just to show you that our network can 
deliver true broadband. This is stored 
some kilometres away on a server," says 
the short, 3-D man, PR. Eknath, co- 
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founder and chief technology officer of | 


DiviNet Access Technologies, and the 
man behind RAMnet, which is deliver- 
ing the promise of convergence to the 
citizens of Pune. 

Eknath is the guy you have met many 
times in your life. You first met him in 
school. He was the guy who knew how to 
solve cubic equations while you were 
struggling with ratio and proportion. In 
college, he was the guy who beatifically 
told you: "But can't you see light can be 
both a wave and a particle. Isn't that 
beautiful?" Then you didn't meet him 
because he was gone. To the home of the 
propeller heads: perhaps one of the IITs. 
And then he met you one more time: 
while you were sitting at home explain- 
ing to your wife why you can't do any- 
thing about the ghost pictures on your 
TV set, he piped up: "Actually you can. 
That co-axial cable going down your 
window is acting as an antenna. And an- 
tenna can radiate in all the directions. 
What you need to do is..." 

You want to tell him: "Hey Eknath. 
Don't waste your time sitting with me. 
Shouldn't you be designing supercom- 


FASTEST NET IN 
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puters or something?" Dont. This is ex- 
actly what Eknath has done. He was the 
chief architect of the first supercom- 
puter made in India: C-DAC's Param. 
One of the advisors on the board of Ek- 
nath's firm is Vijay Bhatkar, who headed 
the Param programme. You'll see many 
more former C-DAC fellows running all 
over DiviNet' office in Kothrud in Pune. 
Their mission: to design a network that 
will deliver juiced-up broadband. 

What speeds are we talking about 
then? The ‘desi’ broadband with speeds 
of 50 kbps or the true blue broadband 
with speeds up to 1.5 Mbps? "Let me give 
you my definition of broadband. It is a 
network that will support convergence. 
Something that will allow you access to 
normal television channels as well as 
high Internet data rate," says Eknath. Di- 
viNet claims that its end users can expe- 
rience speeds of 10 Mbps. One of the 
users of the network, Manoj Pandey, 
who runs a UPS manufacturing firm, 
confirms this. 


DiviNet's Eknath (second from L) and his 
team: delivering juiced-up broadband 

















But, what's so unique about DiviNet? 
Cable companies and operators are al- 
ready there as are the phone companies 
with their data networks. Won't they all 
compete? Eknath, however, insists: 
"None of them are in a position really." 
Really? "Really. The cable companies 
have already hit a ceiling with the num- 
ber of channels their cables can carry," 
says Eknath. Normal cables can deliver 
about 100 channels at best. Each cable 
channel needs 6 MHz of bandwidth and 
cables are designed to take almost 600 
MHz. And most of these cables cannot 
be used for two-way communication as 
there is no path for the customer's TV or 
computer to send a signal back. "And if 
you do manage to set up the return path, 
it will be very noisy and will actually re- 
duce the bandwidth as that's what the 
physical law governing cables says," ex- 
plains Eknath. Fine. But what about tele- 
phone companies like Mahanagar Tele- 
phone Nigam (MTNL) or Bharat 
Sanchar Nigam? "They have legacy con- 
straints. They don't know the surprises in 
the last mile of the network," he says. An 
MTNL official confirms the problem. 
"To give connections quickly, we often 
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— not always, but often — draw the line 
from one of our customers to a neigh- 
bouring house. These are called taps as 
we tap an existing line. This alters the 
physical characteristics — resistance, 
noise level — of the telephone line. 
Many such taps are undocumented," he 
says. To provide a service like DSL, the 
entire system has to be over-engineered. 
You have to use brute force of high input 
data speed to conquer the vagaries in 
each individual line, which can be ex- 
pensive. Now, that makes Eknath smile. 
DiviNet's network — built at a cost of 
Rs 10 crore, spread across 130 km in 
Pune — is targetting 27 million cable 
homes: as large as the telecom user base. 
It is designed with ethernet cables in the 
last mile for high speeds at low prices. 
The customer also gets a DiviNet Access 
Box. It is a stripped-down computer 
complete with CPU and memory. It can 
use your TV as a monitor and you can 
type and send emails or just send an 
SMS. But how will you type? The access 
box comes with a souped-up keyboard 
that uses radio frequency (developed in- 
digenously) to communicate with the 
box. You can sit 7? ft away from the TV 


If your idea of broadband was 50 kbps, 
DiviNet is promising you 200 times that! 


THEM EST 
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screen and type. The backbon: 
network is on optical fibre ane 
fer data at gigabit speeds. All hig 
width stuff like movies will sit on 
and can be streamed by the user: 
when he wants it. The access box 
as a conditional access system too. 
Cable guys in Pune have boug 
idea. Vasant Patwardhan, pres 
United Cable and Controlreor 
association, one of the largest cat 
erators unions, says: “We see g 
tential in DiviNet's technology a 
an opportunity to increase our re 
through multiple services: video « 
mand, cable and Internet.” T 
are discarding their old cables H 
ing the network on DIVIN 3 
But outside Pune, th 
In Mumbai, two: 
operators (MSOs), cable 
don't seem too excited. "M 
are approaching us with conditio: 
cess proposals. And if DiviNet is: 
wouldnt be based just in Pune. it wo 
have gone to other cities. Their techn 
ogy looks sound, but that's it,” says. 
technology officer at one MSO. Thi: 
the problem that can derail DiviNet. T 
scale up, it will need to sign deals 
cable operators in each city. In smal 
cities, where the cable industry is fr 
mented, who does DiviNet talk to? 
most as a response, it is slowly rollin 
in places like Navi Mumbai. The o 
big question is its ability to convinc 
ble operators elsewhere. It needs som 
cable guys on its board. Otherwise, | 
nath and his team may well find 
physics while difficult is doable but p 
tics can be insuperable at times. 
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TECHNOLOGY HANG-OUT 


© A ^ 






COD CREATED MAN IN HIS OWN IMAGE, SAYS THE BIBLE. And, for some years now, man has been trying to play 
God. The Raelians, a UFO-loving religious sect, claimed last month that a company it had set up, Clonaid, had 
managed to clone the human being, a baby girl named Eve. Given the Raelians penchant for publicity, it could be 
an elaborate hoax. But how far are we really from the first cloned human being? 





material of an adult cell is removed and transferred into a human egg from 
which the nucleus has been removed. Thereafter, conditions are created for 
the egg to divide and grow into an embryo that can be implanted in the womb. A lot 
of scientists, who are against full-blown human cloning per se, are, however, Sup- 
porters of BIOMEDICAL CLONING for therapeutic purposes. 
Here the idea is to use stem cells from an individual to create an organ, for ex- 
ample, the liver, specifically for him, so that his diseased original organ can be re- 


th e nutty placed. This technique would be vastly superior to relying on organ transplants 
from other people. The supply would be unlimited, so there would be no waiting 
f lists. The tissue or organ would have the sick person's original 
Dro esso rs DNA; the patient would not have to take immunosup- 
pressant drugs for the rest of his life as is now re- : 


: OW is a human cloned? To create a clone, the nucleus containing the genetic 













EFORE Clonaid president Brigitte | quired after transplants. There would not be any | » 3 ~ 
E Boisselier made her announcement, danger of organ rejection. di 
the frontrunner in the race to clone Biomedical or therapeutic cloning, once per- 
the world's first human was 57-year-old | fected, say its supporters, will help in dramatically 
Italian gynaecologist SEVERINO combating a host of diseases — from defec- 
ANTINORI (bottom), who claimed that tive kidneys to shattered kneecaps. gn 





the first cloned baby would be born in 
Belgrade in January 2003. Antinori said he 


had fully i gnated th - 
wiwesummani" ^ new life for endangered species 


babies this year, the first one this month. 
| B UL S. LONING human beings is a risky 
E Er proposition. If anything goes wrong, 
M l 





in fact, in January last year, a group 


He hasn’t revealed where the others are. 
of specialists that included Antinori and the ramifications might be too far- 


an American doctor, PANOS ZAVOS, " a a reaching to control. And the chances of 


a Ph.D. and a professor of reproductive 
physiology at the University of Kentucky 
(top), said that they intended to clone 
human beings in order to help sterile cou- 
ples have children. Antinori shot into 
fame when he used in vitro fertilisation to 


unlikely that a human being will take a 
chance like that. But that has not stopped 
scientists from trying to clone animals. The 
British Roslin Institute succeeded in 
creating a cloned being for the first time in 


p". things going wrong are pretty high. It is 





impregnate sev- history when it cloned Dolly, the sheep. 
eral women who Advanced Cell Technology (ACT) has since gone ahead and cloned a number of animals, 
were a decade or most of them endangered, to ensure that they do not become extinct. The first of them 
more past was NO AH, a bull gaur. While there is some debate about its degree of ‘success’, ACT 
menopause, claims that the animals it has cloned are normal. Advances in cloning offer a way to 
including one 63- preserve and propagate endangered species that reproduce poorly in zoos until their 
year-old woman habitats can be restored and they can be reintroduced to the wild. Cloning’s main 

who delivered a power, however, is that it allows researchers to introduce new genes back into the 
healthy baby. Bi — gene pool ofa species that has few remaining animals. 3 
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-1. Which company makes the Tomahawk and Patriot Missiles? Raytheon 

:9. Which of these brands is not from CavinKare? Boroline 

3, Which of these is not a brand of Procter & Gamble? Dove 

-4, Which company has launched its new motorcycle called Enticer? Yamaha 


; Which company now uses the tagline, ‘Answers for questions to come’? DaimlerGhrysier 


l Which company makes the Vikram brand of three wheelers? Scooters india 
-]. Which foreign oil exploration company has a 10% stake in the recent Reliance gas find in the Krishna-Godavari basin? Niko 
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.. Who is the current managing director of HDFC Bank? Aditya Puri 


E 10. Who is the author of the 17th century spiritual allegory, The Pilgrim's Progress? Jone Bunyan 


. Which of these is the parent company of international liquor company UDV? Diageo 
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t was probably the craziest decision of our lives. Just barely in our thirties, 

we wanted to invest in a house. And not some pigeon hole to be given up for 

rent, but a nice, spacious, airy, sunny place to live in. Living in Mumbai was 
tough, buying a house was, near impossible. We lived in Bandra, one of the 
most happening centres of business activity, but with a budget of Rs 35-40 
lakhs (which was what we started out with), we kept going further down, 
beyond Lokhandwala, Andheri (East), to areas, which were inconvenient for 
both our work lives. Six months of research and a few slaps on our faces as rude 
shocks, we began looking at Bangalore and Delhi. Bangalore, though beautiful, 
was out since we had no family or friends. Delhi looked exciting. One more 
year of research, and here we are. With an apartment of our own in Gurgaon. 
2800 square feet. Spacious. Sunny. Airy. 52 lakhs. + Woodwork, fans, lights, 
bathrooms, 2 bouts of fever resulting from exhaustion... 


The following piece is as a public service message from a working couple, so 
that all of you out there, looking at buying your own house, don't go through 


the pain, humiliation, frustration, financial mismanagement and one an a half 


years of research. 


By Rachna Chhachhi 


omething 





t really depends on which part of the country you want 

to invest in. If your budget is below or till 50 lakhs, 

Mumbai may be out of question, unless you aren't 
looking at quality housing. Pune, Bangalore, Delhi, Chennai make 
good choices. Out-of-town bungalows, like in Murud Janjira (250 km 
off Mumbai), Chikmangalore (Coffee plantation area off Bangalore) or 
up north in Dalhousie may require only Rs 25 lakhs (approximately). 
However, before you embark upon this self-debilitating exercise, you 
need to be clear about why you should be buying a house. 


In today’s date, buying a house is the only way of saving tax, though 
that may get reversed as fast as this article goes into print. Hence, 
buying a house could be for: 


Forced savings: Putting aside a monthly income as savings for 
those who feel that this money will be gone on unnecessary things 
if it stays in the bank; 









B = same, and its actually going | —. better be 
somewhere to build an asset, instead of going to fatten the | ; n3 a 
. landlo d's pocket; , SNR dox 
e. Investment i in old age: Investig in in your house in our early 
thirties is a good way to invest in your tetirement. By the time you 
. are 40, you have paid off for one house, and can look tthe second 

“one for yourself, while the first one gets. you rentals. n 


Fo personal satisfaction: This is valid if you have cash dirt ii the 
Same amount as you need for buying the house and doing it up. 































| + thal and registration (which vary from state-to-state 






æ Fixture costs (lights, fans, geysers, which may come in s 
homes, and may not in others); 






| TS do you fix a budget? 


: Unless if you are averse to loans, this is the best way of buying 
. à house. Banks usually give 3 times the annual gross salary 
. of the professional's income, or the combined income of the 
couple. For example, if your annual gross is Rs 35 lakhs, you can 
get a loan. of up to Rs 1 crore and five lakhs. This doesn't mean 
that you. necessarily need to take a loan'of that much, but that is 
© your upper limit. Similarly, if you'd like to combine your 
.' spouses income, then je could get up to three times the combined 
amount. 






| @ Hardware costs (door handles, kitchen accessories, bathr 
| A accessories); 







* Decorative costs (on floors, wall finishes etc. Optional, à ace 
your liking). 












Hence, if your budget for buying a house is Rs 50 lakhs, Rs 75 
lakhs is what you will ultimately shell out of your pocket. 

whatever you may do, however you may crunch your numbers, yo 
will not be able to run away from this figure. 


p————— nM 


The monthly installments on 
these approximately come to Rs 
1,150 per month per lakh for a 15- 
. year tenure. However, this is a 

“fluctuating amount as market 
interest rates are dipping, and vou 
could end up paying off your loan 
(due to lower rates every year) in 
10 years or less. There is a lock-in 
period of four years in case you'd 
like to pay off the entire amount, 
and some banks do charge a two 
percent penalty if you settle 
the amount before your time 
is up, as they lose money on 
interest if you pay up earlier. 
However with such fierce 
competition to disburse loans, 
please, please bargain on the 
following: 


Box: Buying à home in Delhi, Mumbai, Banglore, Chennai 





æ Lower rate of interest than the 
bank has published /it claims. 
Usually, you can get from 0.5% 
to 1% off on the published rate; 

$ No penalty clause in case you 
want to pay earlier; 

æ A market-fluctuating rate of 
interest option; 

® A refinance option in case they 
don't abide by the above. This 
is becoming a big business 
now, due to fierce competition, 
and you can actually negotiate 
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Home Décor is an extremely personalized 
activity. With the myriad options available 
for great looking floors, wall finishes, 
bathrooms and kitchen accessories, not to 
forget lighting, your new home can get the 
five-star look in just a little extra. 


hew. Now that you've decided on that dream house (okay, 

so it may not be exactly there), you need t convert it into a 

livable, lively place according to your moods, personality 
and the utility of space. So where do you begin? 


Well, if your budget is slim (approx Rs 6-8 lakhs), and you'd still like 
to renovate an existing apartment/house, you could get the 
following in place: 


Do up the kitchen well. Since most people who come home, will 
be seeing the living room and kitchen, it's a good idea to do up 
what people see and judge you by, till the second phase of your 
house-renovations; 


Spend a bit on your bathrooms. You get great looking tiles in 
Kajaria or Orient starting at Rs 30 per tile. You may just stick on 
fancy borders in the middle of already-fitted boring tiles. Such 
stick-on borders do not require breakage, and come at Rs 100 + 
per border. While the border cost is expensive, in approximately 
Rs 5,000 to Rs 8,000 (if you have a large bathroom), you can 
change the look without a single mason in the house, and 
without having your bathroom and house messy for 6-7 days! 


Toe TSS ee 
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Break a wall or two. This gives the house a different look, and 
instead of the brick wall that takes ages to build, a gypsum board 
or glass bricks walls takes just two days. The latter makes a dingy 
room look bright and spacious too. 


Change the colour. If a room has one wall with a different colour, 
or just the base of the ceiling or cornices have a different colour, 
these give your home a chic look without spending more than the 
price of the extra paint colour. 


Of course, if budget is only a medium-constraint (and you'd like 
spend Rs 12-18 lakhs on renovation), here are the following 
recommended changes to an existing property (over and above 
what you can do as listed above): 


Change the flooring. Now, floor-on-floor tiles or wooden- 
looking click-on like Pergo or LG floors are available in the 
market. The former takes about 4-6 days, at an approximate cost 
of Rs 100 per square foot upwards; the latter is in the range of Rs 
200 upwards. 


Invest in doors. Fancy or heavy-work doors add a lot of warmth 
and style to common areas and entrances. A trip to Jaipur will 
ensure an ethnic, old world heavy door, while newer, modern 
doors are available with many international design companies. 


Use innovative surfaces. Companies like Dupont have come up 
with Corian, an extremely durable surface that is more cost 
effective than marble, and has a variety of over 80 shades. These 
could be used for specific rooms (like a den or the puja room) to 
distinguish space when there is no door dividing the spaces, or 
used for kitchens and bathrooms due to their durability. 


Invest in a fancy bar. This could be placed either in the den, or at 
one end of the living room area. It becomes a group interaction 
counter on its own, and for large parties, can make for effective 
handling of guests. 





executive | 
homesCyoffices 


Tucked away in the corner of 
Empire Estate villas on Mehrauli- 
Gurgaon Road, Kul Bushan & 
Neelam Kachru's home overlooks 
the sprawling farms at one end, a 
cozy garden at the other. A 






hotelier's touch, a creative person's 








thoughtfulness and a family's 
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Classic look home. 


mile. As you enter the villa, you begin to see the same warmth all around, The 
lack and khaki blends invite you to sink into the corner sofa, where the large- 
ish stained glass lamp, made by Neelam Kachru herself, spreads light to begin a cozy 
evening. 
“We were not used to a home per se,” admits Neelam, a diploma holder from Pusa 
Institute, Delhi. “In every assignment, he got a luxurious suite from the hotel.” Neelam 
works with Radisson Hotels, looking after administration and brand development. Kul 
Bushan Kachru, on the other hand, heads Carlson Hospitality in India, and is also 
Senior Vice President, Radisson Hotels, Asia. 
“Wherever we have gone, we have worked with each other,” admits Neelam. Being 
batchmates at Pusa Institute helped them reach that perfect understanding as friends, 


T: first thing that strikes you about the Kachrus is their warmth and welcoming 
S 
b 


very rare for other couples who miss out on friendship and move straight to romance. 
| consists of Kachru's mother's room, a quiet, simple black and khaki room, and a hip-n- 


It was this understanding that formed the base of their love, and they got married. 


The house itself is at three levels. The ground floor consists of a little lawn, a li ving area 
that leads to a corridor, where the phone place and the staircase winds up. “This was 
originally a place for the phone, but we never used it,” says Neelam. Hence, a tiny table 
and an appealing soft light lamp replace the phone table. Ahead of the corridor, is the 
dining area. Apart from the dining table, the dining area has a display-cum-mantelpiece 
area, which is split into 2 levels. “For buffets, we display the food here,” says Neelam: 
A cabinet full of crystal ware and glasses occupies one wall of the dining area. 

Behind the dining, is the kitchen, which is divided into three parts: the washing area 
(the washing machine etc), the main cooking area, and the washing area for utensils. As 


, a thoughtful homemaker, Neelam has kept a small dining table in the kitchen for the 
. servants to eat too. 


Going up the staircase, one sees the detailing in the right mix of decorative items along 
the staircase and the upstairs corridor, instead of crowding the place. The first floor 


After that, working together was easy. “We are both extremely professional,” admits | happening den. “The den doubles up as a guest room too," says Kachru. With wooden 


. - 
J Et en 
7 r 7 A 
1 : , A (e £^" 
A MS Le tai M Sat 
» Cs » 
^ $ / FI 7 = 
pam INT sa ie j 
Y TT re lu 
"Vas i i 
A 


: 
~ 














B ^ 
z tt. 
E 1:4 





| flooring, the same black and khaki theme of low sofas and large cushions, the den has 
, à large home theatre system and a cabinet that doubles up as a library. 
| p 


pa pimes ; | The second floor, where the Kachrus’ bedroom-and their younger son's bedroom. | 


m Glancing around, one can feel the perfect blend of items and accessories picked up from 


corner study table is the only “grown-up” sign. “If he had his way, he's take out 


+ " 


crystal from Moscow, carpets from all over, antique Tan the study table,” says Neelam. e 


% . basically things that are always in.” A look around confirms that. 


before they actually even bought the colours: and the garages, However, the bathrooms, the windows and the common areas, display 
essentially black anc shes | a classiness primarily due to their simplicity. The use of solid colours makes the house 


these id reflect the personality of its owners: who, at a stage when the world is at their feet, still 


of exquisite displays and accessories, the bedroom windows are dressed with | 
| "P xc qu NE humility and warmth unknown in Delhi's fashy socialites. m 


colours to lend the decorative corners a depth. 
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Otfice[nteriors 


hen the Phillips office in Mumbai won the design 
award at the Milan Fair, architect Raja Aederi and his - 


team felt extremely proud of how they executed the 
entire look. “An office is really as good looking as its people,” 
says Aederi in his inimitable humourous style. “But a year ago, 
we had more funds to do up offices, and we imported all the 
furniture for the Phillips office from Italy,” he says. 


Today, economy is the name of the game. Aederi has been an 


architect for the last 30 years now, and has probably seen the | 
best of both the “Raj” times as well as today's economical times. | 
Now, with offices like the Mahindra Towers, ICICT's building at 


the Bandra-Kurla complex, Mumbai (the one that features in the 





Amitabh Bachchan-ICICI ad), Phillips, and Capital Court in | 
Munirka, New Delhi, Aederi's philosophy in downturn times is | 


simple. “Today, I give lip service to my clients, which is why I 


flamboyant office, is a bright red leather sofa in the shape of 
lips! 


more stark finishes and a minimalistic style, companies in 
Europe are spending more money on atriums. “However, in the 
West, everything is just put together,” admits architect Hafeez 
Contractor. “In India, we do a lot of site work, which is 
definitely more time consuming and tougher.” Contractor, 52, is 
a well-known name in the business of interiors. With offices like 


> have this sofa,” he says. And truly, right in the middle of his | 


| stations. Ditching the familiar 
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Are offices getting 
snazzier? Better? 
Are companies 
spending more? 
No, feel top 
architects and 
designers. 
Economy is the 
buzzword in 
today's office 


interiors trends. 
By Rachna Chhachhi 


From designers' perspective, today 
less means more. At least that's an 
emerging philosophy in office 
design and layout as some 
companies seek to save square 
footage from employee work 


cubicle design, some employers are 
scaling down and redistributing 
some of that space to provide for 
more shared open spaces. “Open 
offices began in the west in 1912, with Mr Rite, and only came to 
India in the early nineties,” says Aederi. “Even if we were to 
suggest international designs, acceptance is a problem.” In 
putting offices together, Herman Miller, Inc., is a leading global 
provider of office furniture and services that create great places 
to work. Orders are available off the net too, and the operating 
agency for this is Adrianse, based out of New Delhi. For example, 





| Herman Miller has cubicle where work surface height adjusts, or 
| a conference table appears. Yu get more working space 
While current trends in international office interiors include 


the HDFC Standard Life at Express Towers, Nariman Point, | 
Mumbai, the Monsanto office at Mumbai, and hundreds of | 


other detail-oriented projects, Contractors name is 


synonymous with practicality combined with design. 


comfortably into a compact footprint. And these are just tables, 
privacy screens, desktop storage, and work-in-process tools that 
perform solo or easily integrate into Herman Miller systems. 


Thus, designers, in turn, are using creativity and moveable 
components to provide workstations and work areas that take 
less space but maintain the same functionality. “What we were 
expected to do in Rs 2000 per square foot two-to-three years ago, 
we doing this in Rs 800 per square foot,” says Contractor. "If you 
really ask me the buzzwords for office trends in India, I'd say: 
Economy, economy, economy & less time for execution." 





In fact, there seems to be a whole new vocabulary for what was 
once simply called, “work.” The trends, then, have become 
“concepts” for offices due to the categories they fall in. For 
instance, Hotelling is a concept for companies with more people 
than space. Instead of getting a permanent office, you reserve a 
work space for a limited number of days (continental breakfast 
not included). Of course, don’t confuse Hotelling with 
Motelling, where you reserve an office for just a few hours. 
Then there’s Universal Officing, so called because everyone, 
regardless of status, has identical work spaces. This is the most 
common of all. And the third, very true in the Indian context, is 
the “cabins” concept. Hence, office design no longer defines a 
mere place, but facilitates a way of working as well. 


Reflect your corporate culture. 


First and foremost your office environment should clearly 
reflect your corporate culture. Your customers should see a 
further and reassuring statement of your professionalism, 
attitude and commitment in the space you occupy. “Since 


What are some 
must-dos in office 
interiors? 


people spend more time at their workplace than at home, offices 
are now kitting themselves with Gyms & Spas, dining facilities 
and more open spaces with a view of greenery, so that the 
employees are more comfortable, can take a break, freshen up 
and so work longer hours," says Jyoti Punj, interior designer. 
This is a bit of a dichotomy, where, while companies like Infosys 
want their people to have all the facilities on campus, many 
others are paring down existing spaces. 


For example, an 8-foot-by-8-foot space used to be typical, but 
now a 6-foot-by-8-foot or even 6-foot-by-6-foot space is 
becoming standard. The overall cost for a workstation drops as 
the size decreases, though added amenities can bump up the 
cost. Whatever the reason, employers are looking for ways to 
maximize the space they do have. 


Ensure more group interaction. 


Group interaction is how business happens nowadays. Thus, 


some areas may turn to amenity spaces, such as private 
meeting rooms, cafe areas or small conference tables in the 
middle of a four-person work area, to provide areas for people 


to gather. 


Use mobile storage. 


As panel heights decrease and the overall size of work stations 
changes, storage is becoming more mobile. Mobile storage 
carts, which can slide underneath desks or work surfaces, are 
becoming much more common in office design. Cushioned 
pedestals with built-in storage units can serve two different 
functions without compromising work space. They provide 
space for files, and they substitute for the guest chair that was 
once part of a work station. Conveniently, they can be stored 
under a work station when not in use. 


Go for innovative desk shapes. 


Desk shapes are becoming more curved and user-friendly, 
instead of the traditional straight edged and block shaped ones. 
Semi-circular tables can connect the ends of two workstations 


| and be used not only for an additional work surface but also as 


a way to accommodate visitors. They also may be separated 
from the work stations and pulled together into a circle 
formation to facilitate a small meeting area for employees. 


Make way for some privacy. 


With new designs based more on open space, privacy can 
become an issue. Accessories such as portable frosted glass 
screens can be used to not only identify spaces but also allow 
employees to retain their sense of privacy. Shared storage areas 
provide the same benefit and help divide space. When 
employees lose horizontal space, an alternative is to go up, 
designers said. Storage towers, for example, combine shelving 
space with a small coat closet. They can fit into or on the edge 
of an employee's workstation. "Work in progress" tools such as 
paper sorters, personal files, file frames and shelves can be 
mounted on work surfaces and panel walls. 


Though cutting back on square footage can be a sore spot for 
some employees, giving workers a say on decisions about 
seating configurations and accessories adds a lot back into the 
equation. Remember: You are taking away some space, but you 
are giving them an opportunity for input. It gives them back a 
sense of importance. E 


executive 
homes 


offices 





Even if you work 18 hours a 
day, there are still those 
important emails, 
presentations and briefs to 
be done from home. And for 
those of you who work partly 
out of home, it's even more 
imperative that you ensure 
that your home office space 
is harmonious to your 
working from there in peace. 


| 


An Office 
of Your 


Own: At 
Home 














office. It's still your home, and you want it to look 
like that but function on an office level. The pieces 


T idea is to not make the space look like home 


| have to integrate with the decor of your home. For 


instance, you could have a fabulous chest — large with 


| multiple drawers — and use it for storage and filing 


space. Here are some thoughtful tips on how you can 
make your home office better looking and more efficient: 


. Right place for the home office. Anywhere in the house 
_ that you feel most comfortable working and has the best 
. light and the best view; basically any place that inspires 
. you to do the best job you can at the best level you can 


achieve. 


How to organize it better. Remember that the desk is the 


| immediate workstation, and you have to have a 


disciplined approach to office organization. You can never 
let the clutter get out of control. If you have things out that 
you don't need immediately, then you should put them 
away or organize them in a filing system or bookcase. 
Anything that isn't needed for the job at hand clutters 
your desk and your mind. It's like what we tell our kids: 
“Put away the toys when you're done.” 





Reflect your style. Don’t be so concerned about 
personalizing every surface as much as personalizing just 
the room. Remember: the entire look should reflect your 
style, and the home office shouldn’t suddenly be this sore 
thumb of a cold piece. Bedrooms, or studies of homes are 
usually warm. And the home office is an accessory to the 
room. Skip the institutional looking furniture and 
integrate with the decor of the room. Trade a chair with 
castor’s for a beautiful side chair that is comfortable but 
matches the rest of the room. 


Make it functional and creative. Work with 
the furniture you've got; you don't have to 
spend a lot. Find the most comfortable spot in 
the house and own it. Use flowers or green 
plants to create ambiance and improve air 
quality. If you're in a space used by the 
family put away nonessential items. Use 


colour and lighting. Colour can improve your 6 
environment dramatically and lighting 
creates the mood in the room. Paint or 9 
wallpaper a wall or two, add track lighting or 
recessed fixtures and use colourful accent 
lamps. $ 
Get good lighting. Lighting is a major issue. 
Preferably, two lights behind the desk: one of e 


which can be a halogen desk lamp (it 
provides extremely bright lighting, and uses 
very little power). The other can be the 
overhead light. 


Follow ergonomics. An executive chair is a 
must. It keeps your back intact even after 
long office hours extending into long home 


executive 0> 
homesC offices 


office hours, which is usually the case with most of us. 


Save some space. If you have a closet, you have an instant 
office. You just need a closet deep enough to fit a 
computer and some shelving and you'll be surprised at 
how much you can fit in there. Most closets measure 
around 30" deep and 60" wide, and that is plenty to hold 
a computer hutch and a filing cabinet. Just remove the 
interior pole and invest in some modular shelving. * 


The Five Things To Do Right 


e Work with the furniture you've got; you don't have to 
spend a lot. 


Find the most comfortable spot in the house and own it. 


Use flowers or green plants to create ambience and 
improve air quality. 

If you're in a space used by the family, put away 
nonessential items. 

Use colour and lighting. Colour can improve your 
environment dramatically and lighting creates the 
mood in the room. Paint or wallpaper a wall or two, 
add track lighting or recessed fixtures and use colourful 
accent lamps. 
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executive 
homesC yoffices 
SAHI INDIA GLASS LTD. 


Get the Right Mirror Image 


What's India’s largest manufacturer of glass for 
automobiles doing in the homes and offices 
scenario? That's because Asahi India also 
manufactures just about every imaginable kind of 
architectural glass there is. Right from colored glass, 
heat-reflective glass and plasma glass to the more 
unusual two-way mirrors, custom-designed shapes, 
soundproof and bulletproof varieties too. In fact, 
many of the reflective glass sca and offices 
that one sees across the country, a large part of this is 
catered by Asahi. 

Incorporated in Dec. 1984 as Indian Auto Safety 
Glass, Asahi India Glass Ltd. (AIGL), was converted 
into a public limited company in Dec.1985. Maruti 
Udyog, Asahi Glass Company, Japan and B M 
Labroo and Associates of India promoted it as a joint 
venture. Asahi Glass Company (AGC), Japan, 
provided the technical assistance. Asahi India was 





PNB Takes The Lead 





the first Indian glass company to get the QS 9000, 


ISO 9002 and ISO 14001 by TUV 
SUDDEUTSCHLAND. In fact, Asahi India meets 
100% of the safety glass requirement of Maruti- 
Suzuki for all its models besides being the sole / 
dominant supplier of safety glass to almost all other 
vehicle manufacturers in India. 

In the automotive range, Asahi India’s present 
product range includes laminated windshields, 
tempered glass for side and back lites, zone 
tempered glass for windshields, silver printed 
defogger glass, black ceramic printed flush fitting 
glass and PVC - encapsulated glass. 








The company became the country’s largest 
glass entity in February 2002 when AGC transferred 
their 75% stake in Floatglass India (FGI), a leading 
manufacturer of Float glass in India to AIGL. This 
greatly benefited AIGL, as it is the largest float glass 
consumer in the Industry with the capacity to 
consume 30% of FGI's capacity. 

Floatglass India Ltd. was set up in 1994. Its 
main product is Floatglass for automotive and 
architectural use. It has a single plant in Taloja in 
Maharastra. The capacity of this plant is 2920 
million square meters on 2mm thickness basis. 

So the next time you think mirrors, reflective 
surfaces, table tops, cabin partitions, 


think Asahi. E 





Door to "Success 

Getting your doors re-done? Check out the 
moulded doors by Masonite, the North American 
door manufacturing giant. With 70 facilities in 12 


countries, the moulded panel doors that Masonite 
offers, are made in various sizes, surfaces, decors 


Nationalized banks are meting some of the most reasonable housing loans 
out, in an effort to woo the consumer driven professionals. The rates of 
interest under the floating option are 9.25% for loans repayable up to 5 
years, 9.75%on loan repayable above 5 years and up to 20 years and 10.25% 
for loan repayable above 20 years and up to 25 years. This works out to an 
EMI of Rs. 910 per lac of loan for loans repayable in 25 years. Apart from the 
repaying capacity income of spouse, earning children, joint owners and any 
likely rental income is also taken into consideration. The processing fee of 
0.50% is the same as other banks, as well as a one-time documentation fee 
of Rs. 500/-. The loan is also allowed for purchase of house/flat on first 
power of attorney basis. The real advantage of availing the loan from PNB 
lies in the unique features which are not offered by most Banks/Financial 
Institutions is that the facility of moratorium period maximum up to 18 
months is also offered, if required by the customer. 

























and finishes. Modern in their look, they also break 
the monotony of doors being dark or timber brown. 





Punjab National. Bank has also introduced a. new scheme. namely PNB Fin - 
Basket which is aimed at making easy availability of. credit to persons 
desirous of availing Housing & other personal Segment loans with a 
simplified procedure as a package. The scheme offers. financial solutions to 
the customer and is targeted at meeting the requirement. of individuals 
secu, joint owners. who have the capacity and are willing to avail a 

minimum loan of Rs. 5.00 lacs asa package ‘under at least t tWo retail loan. 


emes, one’ of which necessarily has to be for Housing and the other m x. 





For the extreme Indian weather, these doors 
resist shrinking, cracking, separation of joints and 
provide life-long durability. Being maintenance-free, 
they outperform timber dooors, but have a larger 
visual appeal. In fact, a genuine Masonite door (and 
there are fakes too) is subject to a 4-hour-long water 
test to prove its compatibility with the local climate. 
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But be careful: when you are buying a Masonite 
door, do look for its hologram. 

So go ahead. Experiment with your homes and 
offices. B 


SHUNU SEN | OBITUARY 
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ALYQUE PADAMSEE 


My dear Shunu, 


you are you will keep 

people smiling. I also 
know what an enjoy- 
able experience it was 
to work with you on the campaign 
for Liril soap (even when Karen 
Lunel's bikini top fell off in the gush- 
ing waterfall, you kept your cool... 
and waited for the second half to 
drop!). What's more, I loved your 
cool-under-fire attitude when your 
marketing controller bounced the 
original Lalitaji TV commercial 
while you were on leave. When 
you came back and I 
showed it to you, you 
smiled and said: 
“Alyque, I think I've 
gota strategy to get 
this commercial 
on air. Since 
we've booked 
Surf spots for the 
Olympic Games 
and we dont 
want to run the 
old film, I'll insist 
we will run this Lali- 
taji commercial for 
the duration of the 
Olympic Games, and then 
withdraw it.” Shunu was 
one guy who knew his psy- 
chological onions. Once 
Lalitaji hit the public there was no 
withdrawing her! She was an instant 
success —as Shunu knew she would 
be. He then placed an order to make 
half-a-dozen more Surf commer- 
cials starring Lalitaji (fortunately, 
the marketing controller who was an 
Englishman was recalled to London 
to take up another assignment). 

I also know, Shunu, that before 
your back gave out, you were a 
champion jive dancer. According to 
your darling wife, you won several 
prizes for rock-n-roll dancing back 
in college. 

Shunu, I always knew when you 
were back home after a Hindustan 
Lever market tour, because your 


KNOW that wherever 
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A HARD ACT TO FOLLOW 














SHUNU SEN 
1939-2003 





player would blare out "Lipstick on 
your collar" (this used to shatter our 
Sunday morning peace as Sharon 
and I lived opposite you and Indu for 
many, many years). 

I also know Shunu, that you were 
a patron of the arts. My first glimpse 
of the now famous painter, Anjolie 
Ela Menon, was when you held a pri- 
vate exhibition of her work at your 
house. Was it your benign presence 
or Anjolie's artistry that made me dip 
into my meagre bank account to 
purchase one of her paintings, 
which proudly hangs on the wall of 
our drawing room. 

Whenever I look at it I think of 
your encouraging comment: "Go on 

Alyque. Each brush-stroke of 
hers is worth a fortune. 
Think of your purchase 
as an investment not 
an extravagance.” 
Today, Shunu, 1 

bless you for that 
insight. I’ve had 
fabulous offers 
for Anjolie’s can- 
vas but have re- 
sisted the temp- 
tation to sell out 
for filthy lucre. 

But best of all, 
Shunu, I know you as a 
spirit that laughed in the 
face of any adversity. No 
matter how many opera- 
tions you underwent for 
your back, you always came 
out of it the laughing cavalier. 

The last time we met was in 
Delhi a couple of months ago at the 
CII Marketing Summit, which you 
helped launch. Even there, sitting in 
your wheelchair like an emperor on 
this throne, you cracked some side- 
splitting one-liners in your intro to 
my speech. My God, Shunu, you 
were a hard act to follow. 

Everyone said that when Shunu 
was Act I, there was no Act II. But I 
know, and so do your fans, that you 
are up there somewhere, perform- 
ing your Act II, and Act III, and Act IV 
ad infinitum. 

I was going to end with God bless 
you, Shunu, but I know He will. | 
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MANAGEMENT THINKERS 


HENRY MINTZBERG 

His approach to management 
thinking involves the study of one 
or two clever theories within 
some narrow discipline. 


KENICHI OHMAE 
Ohmaes5 work in 
the late 70s and 
80s heralded the 
arrival of Japan- 
ese management 
techniques in 
the West. 


€. 4 


BUSINESS GIANTS 


JEFFREY BEZOS 
Thanks to Bezos, 
Amazon.com 
has firmly 
entrenched itself 
as adominant 
force in e-com- 
merce. 


DAVID PACKARD 

His accessibility and the practice 
of Management By Walking 
About endeared him to the staff 
at Hewlett-Packard. 








LATHA JISHNU 





and rodent psychology to distil ersatz 
management wisdom. Be- 
tween the overload of jargon 

in the former 
and the irrele- 
vance of the 
latter, there is 
very little sub- 
stance that 
the business 
books landfill i e 

offers. Thats -SE eean a euswaniil 
why, with our E o 
healthy in- 
stinct for self- 
preservation, 
we usually steer clear of both 








Joan Magretta 
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RESPONSE ABILITY 


A dversity in business is increasing. 
A poll of 45,372 managers in dozens 
of industries worldwide revealed that 
98% predict a more difficult, chaotic, 
uncertain and demanding future. A 
separate, longitudinal, global survey 
of 57 different companies shows that 
the number of adversities a manager 
faces daily has climbed from seven in 
1990, to 13 in 1996, and 23 today. 
























Today, managers must have Re- 
sponse Ability — the ability to re- 
spond optimally to whatever hap- 
pens the moment it strikes. 


The most important variable in un- 
leashing and building human capital 
is how people respond to growing 
levels of adversity. 


Adversity quotient is a measure of ... 
hardwired pattern of response to ad- 
versity and ... of Response Ability. 


F there is anything more taxing than 
management tomes that come at 
you with deadly earnestness about — 
creating the performing organisa- 
tion, it's those fluffy books that con- 
struct corny parables about fish markets 


Simply, The 


| genres. A true blue management book is 
ararity these days. 

What Management Is: How It Works 
and Why It's Everyone's Business, from its 
matter-of-fact title to its unembellished 
| cover, has taken us by surprise. The fear 
| ofthe familiar, which prompted us to ig- 
nore Joan Magretta's slim work for sev- 

eral months, has proved to be en- 
tirely misplaced. It is indeed 

the rarity we have been 

seeking — a book that 
makes basic man- 
agement concepts 
clear and shows 
how these work in 





WHAT 
MANAGEMENT IS 


How It Works And 

Why It's Everyone's practice. — 

Business Managing at 
once to be both an 

BA ERAN, oye introduction for 

Pages: 244; novices as well as a 

price: $25 guide for the sea- 


soned executive, the 
book restates the logic of 
good management and how 
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...AND 


OR all those with an abiding inter- 
est in management theory (and 
practice), enough cash to splash 
around and strong wrists, this is 
just the tome for you. It's an ency- 
clopaedia, dictionary, almanac and 
workbook rolled into its 2,172 pages. 
There are over 150 strategic essays — 
from finance and corporate strategy to 
marketing and leadership — on best 
management practices across business 
sectors and interviews with some of the 
big names in the various fields along 
with loads of other reference material. 
Unusually for a compendium of this 
kind, it's well written and well organised. 
The essays are sharp, the biographies of 
the management thinkers and corpo- 
rate giants illuminating, and the lessons 
and tips from the groundbreaking busi- 
ness books of the last century are a 
model of incisive analysis. Which 
means, busy executives get in, dip into 
the relevant sections and get on with 
their work without much loss of time. 
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it is implemented by 
successful organisa- 
tions, whether it is eBay 
Inc. or India’s very own 
Aravind Eye Hospital. 
Magretta is knowledge- 
able and writes lucidly 
(with help from Nan 
Stone, a senior editor at 
the Harvard Business Re- 
view). But more than 

anything else, it's her sharp observa- 
tions, some of them general in nature, 
that make the art of this discipline come 
alive. For instance, she understands in- 
stinctively that people dislike being 
managed. Thus, “the real insight about 
managing people is that, ultimately, you 


ALL TH 


For this tribe, the big attraction might be 
the actionable advice and checklists that 
are strewn around on practical matters 
like setting organisational strategy and 
disaster management to getting the staff 
to take amore creative approach to work 
and handling stress. 

The heart of this compendium is 
without doubt the management library 





BUSINESS 


The Ultimate 
Resource 


Bloomsbury 
Pages: 2,172 
Special price: £30 


The Bitimate pessorce: 





JOAN MAGRETTA is an award-winning contributor to the Harvard 
Business Review where she was strategy editor during the 90s. She 
was earlier a partner at Bain & Company, a leading consultancy 
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don't. The best perform- 


ers are people who know 
enough and care 
enough to manage 


themselves,” Magretta 
writes. The core issue, 
therefore, is to learn how 
people work together ef- 
fectively. In sum, man- 
agements "real genius is 
transforming complex- 
ity and specialisation into performance". 

That's why the book has earned high 
praise from the seminal management 
thinker Peter Drucker and the likes of 
Michael Porter and Michael Dell of the 
eponymous computer company. "Most 
management books are about tools. 





section which illuminates the most in- 
fluential business books of all time, from 
Sun Tzus timeless The Art of War, Alfred 
P Sloan's My Years With General Motors, 
and Michael Hammers controversial 
bestseller Reengineering The Corpora- 
tion. Of course, Peter Drucker is here in 
strength along with newer gurus like 
C.K. Prahalad and Gary Hamel. 

In his introduction, Daniel Goleman 
says what's needed now is business in- 
telligence, business literacy and busi- 
ness wisdom — strengths sometimes in- 
nate, but more often learned. A manager 
doesn't really need to know it all; he or 
she just needs to know how to learn it 
when it's needed. 

But watch out for some danger 
zones. Already the biographies of some 
of the ‘management giants’ need rewrit- 
ing, like that of Martha Stewart. That 
apart there's one big omission: no men- 
tion of Scott Adams and Dilbert. 

That bit about strong wrists: This 
omnibus book weighs nearly 4 kg. Š 
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Big Pictu: e... 


This highly readable book is about man- 
agement’ task,” says Drucker. 

And that being her focus, Magretta 
demystifies all that has cluttered man- 
agement thought and practice over the 
decades. For one, she is dismissive of 
fads that have, in their time, been touted 
as the ultimate solution. “There is no 
one best way to organise,” she declares. 
For another, Magretta comes down on 
jargon with a sledgehammer. Sample 
this from her opening chapter on value 
creation: "It's an odd term whose mean- 
ing is far from evident." Why talk about 
"creating value for shareholders’, if what 
you're really saying is that youre giving 
investors a good return? Similarly, why 
the tortured phrase "creating value for 
customers’, if all you mean is that you re 
giving them a good deal? What's espe- 
cially odd, given the down-to-earth 
pragmatism of most managers, is how 
abstract the phrase is... 

"Yet, management's mission, first 
and foremost, is value creation. In this 


| chapter, we'll look at what this means, 


how the language of value came into 
use as the practice of management 


| evolved, and why its abstractness is, in 


fact, a virtue." 
Read on. It's rewarding even if it will 
not make you a one-minute manager. M 


TURNAROUND STRATEGIES 


| 

| În a crisis situation, the leader 

| of a business generally tends 
to be the first casualty and 

| outsiders are brought in to sort out 
the situation. 








| 
| 
| However, remedies are usually best. 
| applied by those already within the 

| organisation. 

| A turnaround situation is one of 
pointing out a new direction. 


The reason many companies find 
themselves in trouble is almost 
always due to problems right at 
the top. 


Any solution must be one to which 
all parties (particularly within the 
company) can offer their support. 


You only get one shot at trying 
to turn around a business. 


MAGAZINE OF THE NEW ECONOMY P 65 Y BUSINESSWORLD 20 JANUARY 2003 


sn feng E ae 


THE SURVIVAL OF SCIENCE 


The government seems determined to get science back to the centrestage. It may find it difficult 


OR a few decades before and after Independence, 

Indian science chugged on merrily without too 

much controversy. The good scientists did cutting- 

edge work and the bad ones went on politicking. Sci- 

entific research was funded fairly well and there was 
no pressure to use the money sensibly. Salaries were not ex- 
cellent, but few people made money in India anyway. Being 
a scientist in a premier Indian lab was a very good thing. 

Then, in the 90s, things changed. The Narasimha Rao 
government squeezed funds for research, saying scientists 
had not delivered enough. Rao did not really want to reduce 
funds for research, but he clearly said he had other priori- 
ties. So, while India began to make a name for itself in soft- 
ware, science in the country began to deteriorate. There was 

no room for science in the planners’ minds. To make mat- 
ters worse, salaries in other sectors shot up. Scientists 
had no money either for work, or at home. 

For both Narasimha Rao and the then fi- 
nance minister, Manmohan Singh, eco- 
nomic reforms were a greater priority. 
Science slowly moved away from the 
national agenda. Even as a career, sci- 
ence was dying fast. It was partly a 
global phenomenon. In all countries, 
students kept away from science. 
Even universities like Cambridge and 
Harvard now find it hard to lure bright 
young minds to science. 

In 1990, the national expenditure on 
R&D was about 0.8596 of the gross na- 
tional product (GNP). It fell to 0.6696 by 
1997. Things improved somewhat after 1997. 
Scientific institutions like the Council of Scientific 





and Industrial Research got grants of several hundred | 


crores to modernise their labs. Budgetary support also be- 
gan to go up. However, the good days never fully returned. 
The new Science and Technology Policy, announced last 
week, has to be seen against this backdrop. The government 
hopes to undo the damage that happened in the 90s and 
bring science and technology back to the centrestage. The 
policy replaces two older policies: the Science Policy of 1958 
and the Technology Policy of 1983. By blending the two, the 
government has acknowledged one important truth: sci- 
ence is a critical part of modern technology. In the policy 
document, it acknowledges many other truths: science is 
multidisciplinary and needs co-operation, between disci- 
plines and between nations. Universities, the breeding 
ground of good science, need more investment. Basic re- 
search needs to be funded. The quality of scientists needs to 
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go up. More women need to come to science. And so on. 

A policy like this is a good start because it asks the right 
questions. One still has to see how the government prac- 
tises what it preaches, particularly when it comes to invest- 
ments (the plan is to raise R&D expenditure to 2% of GNP). 
It's not easy to resurrect science in India, not least because 
implementation is more difficult than planning. The crisis 
in science goes beyond budgetary support or whatever the 
S&T policy intends to change. They are more fundamental 
problems, which lie partly in the way we work and live, and 
partly within science itself. And the problem is global. 

Several governments in several nations have periodi- 
cally questioned the need for subsidising higher education, 
let alone scientific research. The money needed to support 
research these days is so high that such questions are bound 

to arise again. The fact that even specialists in one disci- 

pline do not understand contemporary research 
in a related discipline complicates matters. 
It’s natural to question what one does not 
understand. It's even healthy to do so. 
A scientist these days has to spend 
at least 22 years of schooling (assum- 
ing five years of work to get a Ph.D.) to 
get a reasonable grasp of his area. He 
or she has to work for many more 
years before beginning to expand the 
frontiers of his or her discipline, 
which few people understand anyway. 
In between, the scientist has to fight for 
funds as well. Even in the US, a leading 
scientist spends a considerable portion of 
his working time (sometimes as much as 70%) 
trying to write applications for grants. And all these 
while many of his less intelligent or less committed friends 
earn just an engineering degree and have a comfortable life 


| and a career which everybody can relate to. Why should 


anyone take the trouble of becoming a scientist? 

Let's face it. There is research to be done in so many sub- 
jects that public funds will always be scarce. And if people 
do not understand what scientists do, they will question the 
relevance of their work time and again. The BJP govern- 
ment may have the right intentions now, but unless science 
penetrates the minds of the people, it may, one day, ques- 
tion the relevance of science to modern business and life. 

The crisis in science is deep and fundamental. The pub- 
lic needs to understand science to realise its relevance. And 
people must have good careers learning science. At the mo- 
ment both seem tough issues to tackle. Science may have 
become too difficult for its own good. E 
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LETTERS 


WHO WILL WIN? 


WILL broadcasters 


and cable operators 


gang up to make the 


consumer pay more? 
Or will the consumer 


be the gainer? 


PALLAVI THAKUR, New Delhi 


B The ‘bouquet’ system of pricing | 
which has been introduced by major | 


channels like Star, Sony and Zee is an 
unfair practice. Consumer organisa- 
tions must challenge it under the 
Monopolies and Restricted Trade 
Practices Act. The stalemate between 
cable operators and channel opera- 
tors that happens when the latter in- 
crease charges can be avoided if indi- 
vidual channels are charged for. 


REVOLUTIONARY IDEA 


The experiment started by TVS eShops 
head S. Narendran ('E-nabling The Store 
Next Door, BW, 13 January) has the po- 
tential of creating a revolution in the 
FMCG sector and generating savings 
along the distribution channel. The ex- 
periment will be put to its real test in the 
markets of the north. 

VIJAY SRINIVASAN 

New Delhi 


CONFRONT THE REALITIES 


The media is finally coming to grips with 
the ad spend slowdown (‘What’s Ailing 
Mass Media’, BW, 13 January). The days 
of general publications are numbered. 
But media companies cannot succeed in 
giving specialised content if they cut 
down the content team in a bid to ratio- 
nalise operations. They must appreciate 
the importance of nurturing a robust 
content team. For a large segment of the 
population, the new Conditional Access 
System will add further pressure on their 
pocket, thus shifting them to other ‘af- 
fordable’ media. Now the thorny issue of 
raising subscription rates. One cannot 
blame the competitor for pampering its 








audience. Also, one cannot blame the | 





BFSI: SOFTWARE S EL DORADO E-SHOPS: TECH @ WORK 


Businessworld 
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This will let customers decide 
which channels to view. Such a 
choice is not feasible with the bou- 
quet system. This system will make a 
mockery of the Conditional Access 
System (CAS). So the government 
must add a provision to CAS that no 
channel operator will group chan- 
nels while pricing. 

P. JAYANT 
Via email 





competitor for lower prices; after all, the 
market logic should rule and the con- 
sumer should benefit. There is nothing 
unethical about cornering ones’ com- 
petitors through such aggressive pricing 
strategies. Other players should stop 
whining about it. It is a decision that the 
media company has to take depending 
on its clout and financial status. It is a 
game that has to won on two fronts. One, 
by enticing audiences by giving them 
what they want and second, making the 
fundamentals of the business strong. 
VISSA VENKATA SUNDAR 

New Delhi 


REFRESHING READ 


What a marvellous issue (‘Unusual Tales 
From The World Of Business’, BW, 6 Jan- 
uary)! The first two phrases on the con- 
tents page said it all: “Business Un- 
plugged, Business Unusual”. We have 
enough of serious, conventional busi- 
ness at the office — please give us more 
on themes such as these! 

ERUCH BATLIWALA 

Mumbai 


| Letters can also be sent to 
| editor@bworldmail.com 
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Foreword 


wenty years ago, in 1983 to be 
| precise, we commissioned our 

first most respected compan- 
ies survey. The idea behind creating a 
listing of companies based on the re- 
spect scale was simple. Sure, there 
were dozens of ways any Indian com- 
pany could measure its achievem- 
ents. But all the traditional measures 
of corporate achievement — sales, 
profits, growth rates, market capitali- 
sation, assets, et al — were unidimen- 
sional. None of them captured a com- 
pany' performance in totality. Yes, 
they were all very important and a 
company needed to excel in each of 
them. But surely, 
there had to bea 
measure that 
could go beyond 
all those — and 
capture the 
company’s total 
accomplish- 
ments. That was 
how ‘respect’ 
came about. Re- 
spect was the derivative of a compa- 
ny's total achievements. To gain 
respect, a company needed to achieve 
more than just big sales and profits. 


j Businessworl 


E 
INA t| i 





From the very first survey, the BW 
most respected rankings went on to 
become the gold standard by which a 
company in India measured itself. 
And 20 years after we first started our 
most respected company surveys, it is 
time to add another dimension to the 
respect stakes. We are instituting the 
Businessworld Most Respected 
Company Awards. 


But let me not hold you up any longer. 
Turn the page and enter the world of 


the most respected. 
(AVEEK SARKAR) 
CHIEF EDITOR 
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THE RUPEE 


On the road to 
full quiin: 


NDIA'S suffocating 

exchange controls 

were designed in an 

era when foreign 

exchange was assu- 
med to be ascarce comm- 
odity. The result: a ration- 
ing mindset. By taking us 
a step closer to real capital 
account convertibility last 
week, finance minister 
Jaswant Singh has shown 
his liberal convictions. 


PARAMETER 


Inflation 


Reserves 


But amid the cheering, there are some | 
doubts about the timing of the new policy. | 
| dividend balancing clause for foreign compa- | 


Whyare we all being encouraged to spend dol- 
lars by acquiring foreign assets right now? Is it 
an attempt to take some pressure off the 
rupee? The currency has been moving up 
against the dollar, raising fears in official cir- 
cles that our export competitiveness could be 
hurt. Is it an attempt to take pressure off the 


Reserve Bank of India (RBI)? The central bank | 
has been forced to buy many billions of dollars | 


to keep the rupee down. 

And is India really prepared for capital 
account convertibility? In 1997, former RBI 
deputy governor S.S. Tarapore headed an offi- 
cial committee to chart the road map to a full 
convertibility. Tarapores point was a very sim- 
ple one: we have to travel down the road to 
capital account convertibility. However, he 





THE CAPITAL MARKET 


At the 
crossroads 


EQUITIES: READY TO ROAR? 


Bond yield 
(on 5-year govt bonds) 







Equity yield (on the Sensex) 





Dec 
2002 


Apr 
1996 
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TARAPORE'S CHECKLIST 


TARGET 
Fiscal deficit - Likely to be above 6% this year - 


Inflation is within the target band - 


Eoo At 4.75%, CRR is fairly low 


Gross NPAs 


REALITY 


The bad loans of the banking sector are are | 
at 16% 


At nearly $70 ) billion, t there is enough - i 
foreign ‘exchange inthe Kitty) —7— 7j] 


said, it must be done in a gradual manner. 





So it has been step-by-step since then. The | 


nies was removed. Local companies have 
been allowed to prepay external commercial 
borrowings. Two-way fungibility between for- 
eign depository receipts and local shares has 


| been allowed. And mutual funds have been al- 


lowed to invest up to $50 million abroad. 

To help the government plan the journey, 
Tarapore presented it with a checklist (See 
chart). How does Jaswant Singh's new policy 
compare against that checklist? The fiscal 
deficit is still too high, inflation is under con- 


| trol, CRR is modest and reserves are adequate. 


| 
| 


But — and this is important — the fiscal deficit _ 


is too high and NPAs are still a problem. 
Congratulations Mr FM, but be careful. Mi 


NIRANJAN RAJADHYAKSHA 





HERE to invest, equities or bonds? 
One tool that helps is the yield gap, 


the difference between what shares | 


and debentures earn for investors. The yield 
on equities is the earnings-to-price ratio that 


shows the post-tax profits per share earned by | 


a firm for its owners. The yield on bonds is the 
return bonds give if held to maturity. Got it? 
Bonds tend to have higher yields than eq- 
uities, but the latter offers better capital ap- 
preciation. Pundits say when equity and bond 
yields converge, equities are a better bet. 
By that logic, Indian equities are irresisti- 


ble. The reason: bond yields have crashed due | 


to the high liquidity in the financial markets 
and are now lower than equity yields. Why 
would you put your money in bonds when 
equities offer higher yields, plus the chance to 
make money from rising stock prices? E 














N.R. | 


K.V. Kamath 





Ar reasons 
why 
Kamath is 
bullish 

on the 
economy 


@ Consumer loans 
growing at a fast 
clip, with low 
defaults 





. Loan applications 


from corporates for 
expansion projects 
rising | 

@ Construction 
equipment sales 
booming 

@ Increased 
emphasis on asset- - 
sweating - 

A warning... 

Some companies are 
still highly 
leveraged. The 
lessons from the last 
slowdown haven't - 
been learnt fully 


HEMANT MISHRA 
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“excludes incentives 


T is experience that counts more 
during a slowdown. Satyam Com- 
puter Services has just added 28 
. people to its senior management 
» even as it waits to honour hun- 
ds of campus recruitment offers it 
ade in 2001. 

. The new hires are all senior. At least 
10 are at the vice-president level or 
above, with Rs 75 lakh-100 lakh annual 
packages — scales that are 85-100% 
gher than the existing ones. About 15 
'neral managers (L2 level) and mana- 
gers (L3), too, have been hired. 

: So, whats prompted the binge? 
Mainly big, global customers. “If clients 
rre talking about $50 million outsourc- 








LIFE TECHNOLOGIES 
lest case 









AJAN Sahni, managing director, 
Life Technologies, claims neither 
any innovation, nor any discov- 
ery. He doesn't even do research. But he 
runs a thriving biotech business. He 
started by searching for a segment that 
was still virgin, and yet, easy to enter. He 
found that the DNA test kits (for gene 
discovery, identification and cloning) 
that research institutions bought were 
expensive as there was only one major 
supplier, Germany-based Qiagen. Sahni 
set out to make the same kits at half Qia- 
gens5 price. He reverse-engineered the 
kit and outsourced components from 
' . Taiwanese firms. He now packages, 

- "brands and markets these kits. And ves, 
he has achieved his price target. a 
GINA SINGH 


ns "- wit 
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ing contracts, we need to put senior peo- 
ple to handle the accounts. Our earlier 
system of posting junior managers in 
client-facing roles will no longer work," 
says A.S. Murthy, director and senior 
vice-president (HR). Each of the VPs will 
handle two or three large client accounts 
and manage strategic relationships. 
Some will also be solutions architects, a 
consulting role. Satyam's new VPs typi- 
cally have an IIT degree and an MBA ora 
Ph.D. from universities like Wharton 
and Kellogg, as well as 15-plus years of 
experience at consultancies like Accen- 
ture and Boston Consulting Group. 
Interestingly, the newcomers will 
turn Satyams organisational structure 


SATYAM COMPUTER SERVICES 


» Top guns for 
« top accounts 


upside down. “We had more than 70% of 
managers in L2 and L3 levels. Now we 
will have more than 80% in L1 and L2 
levels ," says Murthy. It may be recalled 
that a little more than a year ago, consul- 
tancy firm McKinsey was hired to create 
a new organisation structure and iden- 
tify the next generation of leaders. 

The question now is: what happens 
to all the freshers who were offered 
placements in Satyam and were then 
asked to wait? "We will haveto go back to 
the campuses. Not hiring freshers will al- 
ter our cost proposition a lot. We will 
clear the backlog of deferred offers 
soon," promises Murthy. B 

MITU JAYASHANKAR 
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HEMANT MISHRA 





QUADRA ADVISORY 


eplacing 





SE I 


Kripalu or Seth: Who will fill Shunu Sen's shoes? 


T'Salittle over a week since marketing 
ace Shunu Sen passed away. And inside 
Quadra Advisory, the marketing consu- 
Itancy that Sen, and WPP and others 
founded in 1998, the pall of gloom is yet 
to lift. Because, for the 15-odd consultants at 
Quadra, the future suddenly looks a mite un- 
certain. Quadra was run as a one-man army 
— and Sen never publicly announced a suc- 
cessor. “We still haven't been told what's likely 
to happen. Everyone is trying hard to be posi- 
tive," says a consultant in the Delhi office. 

So who will succeed him? No announce- 
ment had been till this page went to print. But 
Equus CEO Suhel Seth is a strong contender, 
say insiders. When Quadra was set up five 
years ago, Sen held a 25% stake in the com- 
pany; the WPP group held another 5096; and 
Seth owned the balance. When contacted by 
BW, Seth denied he was in the running. "My 
hands are completely full running Equus." 

Could Sen's widow, Indu Sen, who will in- 
herit her husband's 2596 stake and join the 
board, want to keep it within the family? If so, 
sources say, Sen's 30-something son, Rahul, a 
marketing consultant in the UK, could return 





MOTILAL 
OSWALS LIST OF 
BIGGEST WEALTH 
CREATORS 


* wealth created during 1997-2002 
Figures in Rs crore 


COMPANY 
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cording to Equuss Seth, Sen had, in fact, de- 
vised a succession plan, but had never made 
it public. After all, who better than Shunu 
would know how to replace an icon brand? At 


the end of the day, WPB with a 50% stake, has 
* 


the final say in the matter. 
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India's 
ame 
eorists 


MID all the excite- 
ment about Nobel 
laureate John Nash 


coming to town, a piece of 
news went almost unnoti- 
ced — India now has its 
very own affiliate of the 
Game Theory Society, an 
international forum where 
game theorists meet and 
exchange ideas. The Indian 
affiliate, the Society for the 


Promotion of Game Theory 
and its Applications, was 
to India to take ch f his father's busi SEC up OH E 
o India to take charge of his fathers business. : 
But the strongest contender is likely to be necare conu 
Sukanya Kripalu, a senior marketing profes- pr i 
sional with Quadra. Sen had brought her in to Its difficult to count the 
start the Mumbai office two years ago. With a number of members as the 
long stint at Cadbury and later Kellogg's, Kri- recruitment drive is still on. 
palu is considered the only one who can step But, says Gangopadhyay, 
into Shunu's shoes. In fact, according to "there is substantial inter- 
sources, till Kripalu joined, Quadra rarely fo- est from students and fac- 
cussed on new business development. ulty members across insti- 
Given Shunu's reputation, clients directly tutions such as the Indian 
flocked to him. Kripalu brought in a strong y Af : 
business orientation — and the results speak Statistical Institute, the : 
| for themselves. In just two years, the Mumbai Delhi School of Economics 
office contributes as much business as its and the Indian Institutes of 
counterpart in Delhi — with a team half the Management." He estima- 
size. In contrast, the Delhi office remained tes that 75-100 academics 
overly dependent on Shunu. Kripalu, in in India work on the sub- 
gts vue. euer e Y. ject. At the recently con- 
early, it may not be a long wait, since, ac cluded game theory con- 


ference in Mumbai, 33 of 
the 82 presenters were In- 
dians and 18 were from In- 
dian institutions. 
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lever — — 27111 | Satyam Computer Services — 7,523 7 

23,690 Ranbaxy Laboratories 6,797 | 
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Reliance Industries 


al Gas Corp. — 9,568 ^ Dr. Reddy's Laboratories — 6,597 |. 
8,401 Hero Honda Motors 6,065 | l 
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Ready for business in an elegant 
pinstripe single-breasted suit. Cut 
from the Imperial fabric, this suit 
abounds in finer details. Anotched 
collar, front darting seams, pick 
stitching and a rear center vent. 

——— 


Trust a gentleman to ki 
know all the right lines. 


He's the internationa! man 








of style. And close to his 
heart is fine dressing. The 
right cut enhances form and 
highlights the trim look so 
very in this year 

And the fabric of choice? 
Reid & Taylor, of course 
Because when style speaks 
anywhere in the world, 
Reid & Taylor is the language. 


Fid f Tajl 


BOND WITH THI 





LUXURY SUITINGS 


Fax: (0821) 228710 
E-mail: tmys@sancharnet.in 
Available at all leading outlets 
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ZEPT-M/R&T-953BW Heid & Taylor celebrates ; ahd” 


DINESH KRISHNAN 





- Rahul Munjal, grandson of 


. nomics from the University 





The new 
Munjal 


E first worked for 
H Honda Motorcycles, 
US. Later, as a Hin- 
dustan Lever salesman, he 
took orders from kirana 


stores. The 27-year-old 


Hero Honda chairman Brij- 
mohan Lal Munjal, enjoyed 
the latter more. 

So he's taking the 
Rs 7,500-crore Munjal fam- 
ily's blessings to set up | 
Easy Bill, a 35-city billcol- — 
lection chain that will let 
kiranas and petrol pumps 
accept payments for phone 
bills, power bills, etc. 

Rahul started working 
soon after a degree in eco- 





of Rochester, US. No higher 
studies for him. Learn on 
the job, he believes. The 
Munjals don't mind. They 
will pump in Rs 50 crore - 
75 crore in Rahul's project. — 








INNOVATORS 


"One 
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OFFEE from vending machines, 
sold by Nestle, et al, have never 
been able to match Bangalores 
2,500-odd darshinis (south Indian 
fast food outlets) that serve 
freshly-brewed, davara-tumbler filter coffee. 
But two years ago, V.G. Siddhartha, chairman 
of Amalgamated Bean Coffee (ABCL), one of 
India’s largest coffee exporters and owners of 
the Café Coffee Day chain of coffee shops, de- 
cided to take on the darshinis in their own 
field. He introduced the country’s first filter 
coffee vending machine. Today, he has 3,000 
machines in Bangalore and Chennai, pouring 
out 3 lakh cups of coffee daily. And a turnover 
of Rs 3.6 crore a month. “This is roughly two 
times what the other vendors in the market 
are doing,” claims V.T. Narendra, head (bever- 
ages), ABCL, who wants to install 10,000 ma- 
chines by March next year. Heres how ABCL 
spotted a market out there — and cracked it. 
Opportunity 

ll Bangaloreans consume 25-30 lakh cups of 
coffee every day outside their homes. At Rs 4 a 
cup, that's annual sales of Rs 365-440 crore. 

ll There are few corporates in this space. 
Problem 

ll Vending machines — the best way to tap 
the mass market — don't server filter coffee. 
South Indians drink only decoction coffee. 

lll Vending machines cost a lot — Rs 18,000- 
30,000. Plus, the brand owner has no control 
over where the retailer buys the premix (cof- 
fee, milk powder and sugar) from. 

Solution 

Siddhartha wants a machine that can dispe- 
nse decoction instead of coffee powder. Cen- 
tral Food Technological Research India, 
Mysore, has a process for extracting decoction 
from coffee beans with a shelf life of three 
months. ABCL gains exclusive use of the tech- 
nology for three years. It designs the machine 
in-house, patents the design and outsources 
manufacturing. The cost is a fraction of that of 
existing machines. Rivals like Qwiky's Shashi 
Chimala don't dispute. ABCL gives the mach- 
ine to retailers against a refundable deposit of 
Rs 5,000. It supplies coffee, milk powder, sugar 
and disposable cups through a network of 30 
distributors. It also maintains the machines. B 
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CURRENT DEVELOPMENT 
FIRST MNC OFF THE BLOCK ELI LILLY'S PRODUCTS STATUS | 
Come 2005 and multinational pharma companies can sell Not launched any ! 


their patented blockbuster drugs in India without fearing FORTEO: post-menopausal osteoporosis 


. E where in the world yet 
patent pirates. Eli Lilly has already fixed the launch dates 


CIALIS: erectile dysfunction European approval only 


for many new drugs under development. But its famous 
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neurosciences products, including blockbuster Prozac, ALIMTA: cancer In clinical trials 

developed earlier, will stay out. As India managing director  MNMHERIMMEVN spur vdd s. escudo DU n OP E bis Oe 
Rajiv Gulati says: "(Even after 2005) India does not offer APPINI we EN soo Se IPoxsd i Rd d cost : nais E ts 
A RUE OI Tear ween PKC INHIBITOR: diabetes In clinical trials 
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We work hard so you work easy. 





When spending your money, you have every right to be fussy. About quality, delivery 
schedules and after-sales service. At Featherlite we understand. We make sure that our 
products are not only customised to meet consumer needs but are also delivered as per 
strict schedule. That’s because customer satisfaction is a passion with us. 


The result? World class furniture which combines durability with style and comfort D] 
in a unique way. No wonder then, our client list boasts of companies used to the 
highest standards in the world (For example upto 4596 of ITPL, Bangalore has 
beenfurnished by us). Does that convince you that we keep the promises we make? We help you work b 


#2, Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741006/0553/5002 Fax: 080-6740449 email sales@featherliteindi 
* Flexi-plan modular partitions * Seating range * Training/educational furniture * Lab furniture + Desks/conference tables • Hotel furniture 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13, 2264010 CALCUTTA: 2291948. 2299464 CHENNAI: 8256251, t 7 
DELHI: 6419789, 6483437, 6210381/2 GOA: 224119 HYDERABAD: 7808906, 7802602 MUMBAI: 4375 375, 4377384 MANGALORE: 44 
PUNE: 6120688, 4012817 VISHAKAPATNAM: 2552047, 2530770. 

DEALERS: BEGUSARAI: 23344 COIMBATORE: 230485, 231699 MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 


SURAT: 472170 TINSUKIA: 2340591 VIJAYAWADA: 474727, 474222. 











UDGETS have got even more boring in the past five 
years. It was not Yashwant Sinha’s fault. He tried 
sometimes to produce admirable Budgets; when his 
officers were good, he even came close to it. But he 
changed them more often than a model changes 
clothes; he was consistent only in his inconsistency. So even 
his good deeds left no mark; all he left was a smudge. 

Jaswant Singh will want to do better; and he should not 
find it too difficult. His difficulties are different. Whether it 
was justified or not, Yashwant Sinha handled the finance 
portfolio with confidence. Jaswant Singh is as reticent as 
Sinha was voluble: evidently, he is all too aware of the viru- 
. lence of the foot-in-mouth disease. Whenever Jaswant 
Singh said anything after becoming finance minister, he has 
— to my mind — exposed his lack of mastery. Not that he 
has said anything significant — unless one regards his con- 
ception of gross national contentment-»7thbreaking — it is 
his extreme caution that betrays how ,ngerly he is 
treading. He has even forgone such feel-good 
- opportunities as addressing Ficci's golden 
jubilee session. He has proved himself 
the master of deafening silence. 

But that should not be taken to 
mean that he intends to be clueless. 
For it was he who ordered the mid- 
-term economic survey. No matter 
that it came out only three months 
before the Economic Survey — now 
the Economic Survey will find it diffi- 
cult to say anything new. I am sure 
Jaswant Singh did not intend it that way; 
he probably ordered the mid-term review 
soon after joining. But the ministry was in the 
process of changing chief economic advisers. 

Rakesh Mohan had just left, frustrated no doubt by the lack 
of seriousness in policy-making he found in the ministry. 
Instead of just picking a congenial economist to head the 
Economic Division, Singh decided to go through the te- 
dious process of letting the Union Public Service Commis- 
_ sion select one. The due process involved examination of 36 
. economists, actual and ostensible; out of it emerged Ashok 
Lahiri — an excellent choice for once. But Lahiri was in full 
swing; as director of the National Institute of Public Finance 
and Policy he went trotting around the globe. It took weeks 
to catch him and bring him back; that is how the mid-term 
survey became a three-quarter-term survey. 

And then there have been the taskforces on direct and 
indirect taxes. In Yashwant Sinha's time, after he had pro- 
duced one of Sinha's few good Budgets, Vijay Kelkar was 
sent to Washington — though I am now told that Sinha was 
not responsible. Singh, no doubt, saw much of Kelkar dur- 

















JASWANT SINGH IS 
TAKING A GRASH 
COURSE IN FINANCE. IT 
WILL BE INTERESTING 
TO SEE WHAT HE 
COMES UP WITH 


COMMENT ASHOK V. DESAI 


WHAT HE CAN AND WILL 


ing his visits to Washington. He brought him back as an ad- 
visor, and put him in charge of the taskforces. Their consul- 
tation papers were too much under the influence of their 
members from the revenue departments and hence not 
radical enough. But they were imbued by Kelkar's passion 
for simplification; it raised their profile, even though it 
made them controversial. So almost instinctively, Singh dis- 
tanced himself from them. He said he had not read them, 
and had instead sent them to the revenue departments for 
comments — although officials of those departments actu- 
ally wrote the reports as member-secretaries. 

Thus, Singh has distinguished himself hitherto by his 
negative acts — his unwillingness to speak in public, to in- 
teract with the rich and mighty, to read reports he himself 
commissioned. But he has also shown better judgment 
than his predecessor: the civil servants he had chosen are of 
better quality. So which is the real Jaswant Singh? The one 

who does not know what to say, or the one who 
knows where to get good advice? 

I think the latter. The press and the pub- 
lic have been critical of Sinha — some 
may think with reason. Sinha would 

think it was because of the inherent 

difficulties of the job — the unholy 
pressures on the finance minister 
from the BJP rank and file as well as 
the big leaders, the impossibility of 
making everyone happy, and the in- 
compatibility of political pressures 
and economic reform. It is possible 
that Singh agrees with this latter view — 
that Sinha was given external affairs be- 
cause his stalwart services to the party as fi- 
nance minister made him worthy of reward, and 
Singh was left with a job that was impossible to do well. I 
think he is well aware of the odds he faces; they account for 
his caution and his reticence. But he also wants to know 
how best to do the job; hence his investment in people, and 
the freedom he gives them to think and act. Singh may bea 
neophyte, but he is giving himself a crash course in finance. 
It will be interesting to see what he finally comes up with. 

My bet is that he will reverse some of his predecessors 
blunders. The tax on dividends is an obvious one. The min- 
imum alternative tax may also go. I also think that he will do 
something to stimulate the capital market. He may find it 
difficult to reduce personal taxes, but may bite the bullet 
and reduce the corporation tax, abolishing some tax con- 
cessions at the same time. Kelkar is not irrelevant; the Bud- 
get will reflect his thrust. 





The author is consulting editor of Business Standard. 
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If only everything else were as safe as HP Storage Media. 


Keep your data safe on HP Storage Media, that come with standard features 
like reliability, durability and quality. Add to that, the assurance of ANSI/ISO/IFC 


certifications and you have storage media you can depend on. Beside, HP Storage 


Media are the only ones that come with a trusted warranty. Which means, no matter 


what happens, your data will remain preserved and protected, forever. 








hp DDS Data Cartridges hp DLTtape™ Data Cartridges hp Ultrium Data Cartridges 
e High performance, reliable back-up e For intensive archive and back-up use e For complex, data intensive networks that 
at a great value e Complete range of e Each cartridge will ensure 1,000,000 require high reliability, performance and capacity 
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*DELHI & NCR, MUMBAI, BANGALORE, 
CHENNAI, KOLKATA, HYDERABAD, PUNE, 9628 | 23 ] 23 


AHMEDABAD, LUCKNOW & KANPUR. z 





——— —— 


DiAL A 
CARTRIDGE 


9628 123 123 


Original hp 
supplies 


weten n 
joorstep di 


O 


invent 


Contact your nearest 
HP registered supplies reseller. 


WV www.hp.com/in-for products, Offers, nearest reseller 


/ 











The survey 
has been 

a mirror of 
changing 
times in 
more ways 
than one. 
It captures 
perception 
and also 
portrays 
long-term 
trends, 


says D.N. 
Mukerjea 


SIGNS OF 


N 1983, there was a certain sense of dreari- i 
ness about India’s economy. Almost 36 | d | SIN ES TB 
years into Independence, it was powered 
by large, inefficient state-owned institu- 
tions that had little to deliver, either to 
shareholders, or customers. The private 
sector offered little solace, or contrast for 
that matter — family-owned and managed conglom- 
erates were run like fiefdoms and, in keeping with the 
times, did little for stakeholders. Multinationals were, 
perhaps, slightly better off, though just so. The Hindu 
rate of growth was the accepted norm, backed by 
reams of Planning Commission statistics. There was a 
premium on capital and a discount on talent — it was 
an era marked by high interest rates and low salaries. 

Businessworld's most respected companies survey 
was born in such times, towards the end of 1983. We were then, a little over two years old. 
Business journalism was still in its infancy. However, we were fast building a reputation for 
being precocious, dealing with issues such as 'Image Of The Business Family' (BW, 9 No- 
vember 1981), 'Succession Planning In Indian Industry' (3 August 1981) and 'Centralised 
Planning: The Sorrow And The Pity' (17 January 1983). We were convinced that the country 
was moving in the right direction, though in spirit India was still inward-looking. There 
were many events that indicated change (colour TV technology transfers, for example), but 
with hindsight, one was particularly significant because it coincided with our first survey. 

On 14 December 1983, while the survey was in full swing, the high priestess of the 
Licence Raj handed over the keys of a car to a Harpal Singh of Delhi. The car was made by 
the country's most controversial company then — it involved a renegade son, willing syco- 
phants, 330 acres of land beyond Delhi's southern borders, and a foreign collaborator. Iro- 
nically, Indias most controversial car would become symbolic of liberalisation 80s style — 
slow and limited. Maruti Udyog did a few things — it brought contemporary technology 
into the country at a reasonable price, whetted the appetite of the Indian consumer for bet- 
ter things, created a subculture that celebrated achievement (remember the Maruti yup- 
pies?) and, overall, demonstrated that letting the world in wasn't such a bad thing after all. 

So, what better way to acknowledge the shift, however limited, than measure how com- 
panies were respected by society? Save a few honourable exceptions, companies didn't 
evoke respect then. Creation of wealth wasn't an admirable virtue. From Raj Kapoor's films 
to those of Amitabh Bachchan, the villain was often a ‘seth’, or businessman. 

Ours wasn't an attempt to venerate businesses, but to highlight the role they played — 
as meaningful employers, and creators of goods and services. The existing metrics of evalu- 
ation were all unidimensional, focussing only on turnover, profits and marketshare. No mea- 
sure captured other facets of company behaviour like CEO vision and ethics. 

Thus was born the most respected companies survey. Respect, in a peer-led survey, 
would be driven not only by numerical attributes such as size and profitability, but also 
other traits like quality of management, quality of products and services, and ability to att- 
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THE TIMES 


dist ERE TOT n ee Tmo thee 


e Businesswor i ract and retain talent. In other words, respect, as we 


Saw It, was an aggregation of two broad parts of a com- 
panys deliverables: quantitative (like profitability), 
since that was a hygiene requirement, and qualitative 
(company to work for, community responsibility.) 
Both were equally important to garner respect. 

The first survey discovered that Hindustan Lever 
(HLL), then a mere Rs 457-crore company witha 
Rs 26-crore profit, was India’s most respected corpora- 
tion. Telco (Tata Engineering and Locomotive Com- 


fi ES à EGTE I pany), Tisco (Tata Iron and Steel Company), ITC and 
Indian Oil followed. On a 10-point scale, the Top 5 


pre | s ti J M P A NIE i T e were closely bunched together, scoring 7.42, 7, 6.81, 
SD 6.35, and 5.66, respectively. 
“We believe that it is important for the people who 
manage Indian industry to obtain an insight into the 
opinions of the various groups or publics with which they interact and for whom they are 
putting money, men, materials into productive effort,” we wrote in the very first issue on 
India’s most respected companies. It was dated 2-15 January 1984. 

That October, the lady who had flagged off the first Maruti was assasinated and her elder 
son became the country’s CEO. He talked of economic liberalisation and seemed to be far 
more open than his mother to the idea of altering India’s economic framework. What was 
till then mostly a longing started taking some shape, though it would be some time before 
the country figured what free markets were truly about. 

Meanwhile, around the world, specially in the US and the UK, companies were increa- 
singly hankering after respect. You were respected not because you were big and powerful, 
but because you were transparent, your stakeholders trusted your policies, your HR guide- 

lines were fair, you were ethical, and you contributed to society. Transparency and ethics 
were the most important. It was called corporate governance and a British peer and a Cali- 
fornian pension fund were demonstrating what it was all about. BW was on the right track. 

HLL remained India's most respected company in the next two polls in 1985 and 1987. 
Predictably, there was a Tata company in the No. 2 positions — Telco (1985) and Tisco 
(1987). In many ways, the most respected companies survey was starting to reflect the cor- 
porate attitudes of its time. For example, despite bumper profits, both Indian Airlines and 
Air-India were harshly dealt with in the 1985 survey. The international carrier came in at 
No. 23 and the domestic one at No. 25. Healthy bottomlines couldn't gloss over patchy ser- 
vice. Again, notwithstanding an impressive business turnaround in 1987, Voltas slid down 
the pole that year, presumably due to the unsettling nature of its alliance with PepsiCo. 
What the surveys clearly showed was that impressive financials were not enough to earn re- 
spect. And reputation was a fickle mistress, happily seeking a new partner every time she 
was even the least bit anxious about her existing one. 

Nowhere was this better demonstrated than with HLL. The same company that had 
been venerated in the first three polls for quality of management and range of products 
came third in the 1990 survey. Tisco occupied the top spot, and Telco the second. HLL's fall 
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was attributed mainly to the perceptions that Nirma's marketing thrust was finally be- 
ginning to hurt. (It would be another three polls before HLL regained its pole position.) 


N the summer of 1991, a prime minister and his blue-turbaned finance minister chan- 

ged India’s economic destiny forever. And altered the context in which these surveys 

were conducted. The following year was, in some ways, the year of the anti-hero. Har- 
shad Mehta, the man who had gripped the imagination of a nation, was put behind bars, 
while a huge financial scam smothered the country. That year, Tisco was voted the most 
respected company once again, followed by Larsen & Toubro (L&T) and Telco. Interes- 
tingly, Tisco chairman Russi Mody was then in the midst of a bruising battle with the Tata 
Sons board over who should succeed him. Although he was delighted with the results, he 
admitted the company’s image had taken a beating. It was also his last hurrah; soon he wo- 
uld be evicted from Tisco. Meanwhile, HLL’ slide continued; it came No. 9 in the hustings. 

In the first five surveys over almost a decade — 1983, 1985, 1987, 1990 and 1992 — 
there were four companies among which the Top 3 positions rotated: Tisco, 
Telco, HLL and L&T. Two were Indian, one a multinational, while a for- 
eigner started the fourth, though it was an Indian outfit for all prac- 
tical purposes. All of them had been around for at least half a 
century. Clearly, respect had lots to do with age and continu- 
ity. In some ways, it also indicated how hard up for choice = 
the respondents were. But that would soon change. È 
g 









The first year of upsets was 1994. Thereafter, upsets 
would be the norm — in the new environment, reputa- 
tions, along with markets, profits and monopolies, 
could no longer be taken for granted. 

For example, Tisco was banished from the Top 10 in 
1994; HLL fell to tenth place, its worst showing till date. 
ACC came on top, then ITC and L&T. The Top 10 had some 
unexpected entrants: Maruti Udyog, Gujarat Ambuja Ce- 
ments and, Procter and Gamble. ACC surprised everyone, 
though then vice-chairman Subrata Ganguly reasoned that "In to- 
day's falling values of society, ACC represents a beacon. We are an 
honest company and not in the business of cuts and commissions". 

But more surprising was the other cement company’s performance — Gujarat 
Ambuja had leapt from No. 44 to No. 4. That indicated a shift in attitudes. Respect had 
nothing to do with age; it was performance that mattered. Gujarat Ambuja was, after all, 
born in 1981. Also, the poll toasted entrepreneurship. By then, Narottam Sekhsaria had 
made Gujarat Ambuja India's most profitable cement company. Interestingly, in less than a 
decade, 1994's No. 4 company would own a chunk of the No. 1 and guide its operations. 

The next survey, in 1996, had two very strong comebacks — HLL at No. 1 and Tisco at 
No. 2. HLUs showing could probably have been predicted. In the mid-90s, it had made 
some spectacular acquisitions — Tomco, Cadbury's ice-creams business, and Kwality, 
among others — and the survey reflected its success. Again, Tisco had almost finished im- 
plementing its modernisation plan and reaped the benefits in the respectability hustings. 

By the time the next survey took place in 1999, BWitself had undergone a dramatic 
change. From a fortnightly business magazine, we had become a weekly. But that wasn't 
the only drama. There was the Internet mania, smart Indians were being bankrolled by 
venture capitalists to start up their own companies, domestic pharmaceutical firms 
boasted about their research capabilities. The balance of power was shifting from manu- 
factured capital to intellectual capital. 

Glaxo was India's most respected company that year, followed by HLL. Glaxo had been 
in the Top 10 since 1985. And HLL’ ability to hang in there wasn't a surprise. The real indi- 
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cators of change came from others. Ranbaxy Laboratories came in at No. 3, Infosys Tech- 
nologies at No. 6 and Cipla at No. 8. Tata Consultancy Services overtook Telco, Tisco and Ti- 
tan. Two of India’s hottest businesses — IT and pharma — had emerged pretty strong. 

Then came the 2001 survey. That year, in keeping with the changing composition of the 
Indian economy, new sectors were added to the survey. They included telecommunica- 
tions, retail and media. Also, in keeping with the newer, more volatile times, other parame- 
ters for assessment were added — like speed of response to changes in the business envi- 
ronment, global competitiveness and track record of consistent corporate performance. 

In the millenniums first survey, Infosys emerged as the most respected company, fol- 
lowed by HLL and Reliance Industries. Others in the Top 10 included Wipro, ICICI, L&T, 
ITC, Dr. Reddy Laboratories, Ranbaxy and Nestle. It wasn't difficult to understand why In- 
fosys came first. The Top 10 companies also presented the best that Corporate India had to 
offer: business aggression, good strategic implementation and ethical values. 

So what do these surveys, over almost 20 years, tell us? Studies such as these are al- 
ways open to interpretation, deconstruction and quibbles. In fact, in the 
cover story ofthe very first survey, Pradip N. Khandwalla, then a profes- 
sor at the Indian Institute of Management-Ahmedabad, didn't pull 
his punches. "Both Hindustan Lever and ITC are very well man- 
aged companies and certainly deserve to be admired. But I 
wince when I find executives in a developing country ad- 
miring the producers of cosmetics, toiletries and ciga- 

rettes above those engaged in far more complex, de- 
i manding and strategically important activities such as 
MI Bhel, ONGC, Sarabhai, Ashok Leyland or GSFC.” 
= Yet, seen over a two-decade perspective, it’s clear that 
BW's most respected survey has been a mirror of the 
changing times in more ways than one. At one level, it 
captures perception. In 1983, if someone told you HLL was 
the country's most respected company, you wouldn't be sur- 
prised. And in 2001, Infosys was the most likely choice. 
At another level, our surveys portray long-term trends, such as 
the greening of Corporate India. The average age of the Top 10 compa- 
nies in 1983 was 55 years. In 1997, it peaked at 63 years before falling to 47 
years in 2001 and 38 years this year. 

But are the most respected companies wealth creators too? We looked at the stockmar- 
ket performance of 10 companies that have been in the Top 3 in the last decade. Over a pe- 
riod of 10 years or so, seven of these beat the Sensex by a wide margin. The adjusted share 
prices (CMIE data) of companies like HLL and Ranbaxy have gone up over 15-fold; during 
that time, the Sensex just about doubled. (We must admit here that our surveys didn't pick 
up some of the hottest stories in IT, telecom and pharma, early enough.) This shows that 
while according respect, people do value a company’s ability to create shareholder wealth. 

Yet, it's not as if theres unqualified submission to hard numbers. Despite being one of 
Indias most successful companies, Reliance entered the Top 3 only in 2001. Its bare-knuck- 
led aggression has historically been controversial. (Over the last few years, the group has 
tried hard to change that image. That's working, and hence a better rank.) The bottomline: 
the market makes value judgments, regardless of how dynamic an organisation may be. 

Theres an old Spanish proverb that says to be respected by others, you first have to re- 
spect yourself. While an organisation is, strictly speaking, inanimate, its soul can be adjud- 
ged in the way it engages the larger community it interacts with. All companies that have 
performed consistently in our surveys respect that community. They respect their emplo- 
yees, they respect their shareholders, they respect their customer, and they respect their 
own code of conduct. And that's what makes them India's most respected companies. & 
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F Infosys Technologies chairman N.R. Narayana Murthy had an 
icon, it would be J.R.D. Tata. Tata's most famous biographer, | 
Russi M. Lala, often recounts a story of how the Infosys founder ULM 
once met him in Bangalore just to understand what Tatahad - 103 
been like from close. The one aspect of the Tata group that - ~ 
Narayana Murthy is fascinated by has to do with how J.R.D. - 
built a business empire without compromising on ethics. _ 

"Among business leaders, I respect nobody more than J.R. D. Tata. Even at 
3:00 a.m. in the morning, I'll say ].R.D.,” he says. | | 








Respect is, in some ways, an intrinsic part of Indian, if not {Oriental beat aede 
ture. The Indian ritual of touching the feet of elders is a good example of 2 
how respect manifests itself in everyday life. (Again, across the Orient, t e 
bow from the waist is a common form of greeting.) In India's theological - 205 
history, new, breakaway religions have been founded whensomesections — 
of society weren't getting the respect they deserved. Buddhism and Jainism D 
respect not only all mankind equally, but also other life forms. 







But what exactly is respect in the business context? While itis easy to 
understand respect accorded to, say, the elderly, the departed or the Un- 
known Soldier, comprehending corporate respect isnt allthateasy Would 
you respect a company that disclosed little, yet made shareholders happy? | eo 7 
Or would you respect one that was extremely transparent, but wasanalso- = 
ranin the marketplace? Remember that Enron's board was stacked with o 
outsiders, while there are plenty of Warren Buffet's relatives on the Berk- 2 
shire Hathway board. | | 


Respect in business is also contextual and alters with time— you could 
respect a company as a strong force in the local market, but in a rapidly 
globalising economy, if it doesn't build up global e aud you lose 
that respect. 


To understand corporate respect clearly, you need à amore nuanced yet 
holistic approach. That is why we at Businessworld have 19 discrete. para- 
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z meters for judging respect. Some, such as the ability to cope with a global 
"downturn, have been added only recently in keeping with the changing 
times. But, more importantly, why is respect so important? After all, till re- 
..cently all that mattered was beating the next quarter earnings forecasts of 
. the markets? 
















e E Actually, respect matters a great deal, and in very many important ways. 


tart with the fact that building lasting organisations is all about com- 
ding respect. Do not interpret this through the narrow prism of age. A 
| ting organisation does not necessarily mean an old one. It actually 
stands for a company that, over a sufficiently long period of time, remains 
-relevantin the overall economic context and keeps churning out value for 
< the shareholder 


In 1 Knock Out’, a 1998 cover feature in Bustnessuorid we had chronicled 
inge in India's corporate hierarchy and written about how a lot of old 
dian companies had become irrelevant and had stopped providing value 
to st keholders. Interestingly enough, today, if you examine all the top 10 
|. companies in the previous nine surveys, you will see that save the odd ex- 
ception, the rest continue to be relevant. Sure, they have had their ups and 
« .. downs like any company anywhere in the world. But, they have coped and 
2 Di gone from strength to strength. 






B dn fact, forget about companies that have been ranked high up in any 
E year! s survey. Look at the ones ranked towards the bottom and you'll know 
: what we mean. We picked up the two lowest ranking Indian-owned private 
ES sector companies across the years — and here's what the list looks like. 
Ashok Leyland (No. 9) and Reliance (No. 7) in the 1983 survey; ITC and Ba- 
^. . jaj Auto (No. 6 and No. 9 respectively; 1985); Bajaj Auto and Reliance (No. 9 
"^. .andNo.10;1987); Bajaj Auto and Bombay Dyeing (No. 7 and No. 10; 1990); 
=- - Titan and Raymond Woollen (No. 7 and No. 10; 1992); Telco and Raymond 
Woollen (No. 5 and No. 6; 1994); Telco and Larsen & Toubro (No. 7 and No. 
9; 1996); Larsen & Toubro and East India Hotels (No. 9 and No. 10; 1999) 
~~. andfinally Dr. Reddy's Laboratories and Ranbaxy Laboratories in positions 
oe eight and nine in last year's survey. Multinationals, public sector units and 
even joint ventures such as Maruti Udyog have been left out assuming that 
in their cases, longevity is determined, not just by market forces, but also by 
other factors such as government support and backing of the global princi- 
pal. And, as you can see, each of these companies still remains relevant. 





"There's one principal reason why that's so. These are companies that are 

- built to last and are, therefore, able to marry both short-term exigencies 

~ and long-term requirements well. In today's context, this is important. 
onsider what happened to Corporate Europe as well as Corporate Amer- 

> ‘ica in the year of the palindrome. First came the scandals — Enron, World- 
E Com and Arthur Andersen. Then came the very public toppling of CEOs 

om their pedestals and nobody, however revered, was spared. Those who 

rom grace included ABB's Percy Barnevik, once Europe's poster CEO; 

con, the legendary Jack Welch; and, of course, Enron's Kenneth Lay, 

was compared with a common crook. Then came the legislation — 
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Respected commentators such as economist Paul Iktupmharcd described | x a 3 
Enron affair as worse than the events of 11 September. Enronw was an inside DEC 
job, while outsiders brought on 9/11, he reasoned. d : 


While there were many reasons behind all that happened, perhaps the 
predominant one was extreme ‘short-termism, essentially focussing only 
on the next quarter. In many ways, even the best of ‘global organisations 
had forgotten that being in business meant securing long-term value. And 
this led to the darkest hour of capitalism, when corporations had lost. the 
respect of the community they served. : 


Perhaps because the overarching COR of respecti is easily urider- | 
stood in this part of the world, if only because of greater cultural sensitivity, - 
Indian CEOs have no trouble understanding why respect matters. Ask Hin- 


dustan Lever's M.S. Banga whether he would want Lever to be India's most E b 


valuable or most respected company — and pat comes the answer, most 
respected. "If you have respect, the value will follow," he says. The senti- 
ment is echoed by ICICI Bank's K.V. Kamath. "One cannot exist without the 
other,” he says. In fact, Kamath argues that overa longer term, even the 
markets reward respect. : | 


utside of these, there are other benefits as well for being respected. 

For example, Titan Industries managing director Bhaskar Bhat 

feels that respect and regard helps organisations keep the relation- 
ship going for a long time, specially with associates, franchisees, dealers 
and distributors. K. Anji Reddy, founder of Dr. Reddy's Laboratories, also 


argues that respectable organisations are consistently able to attract better | i a - 
quality talent, a key success factor these days. E! measure respect by th the 43 4 


quality of people who join us," he says. 


Of course, each of them has their own definition of what respect inthe 
business arena means. "I believe that fora corporation, respect i is a func- 


tion of four factors: corporate citizenship, quality of services, being: apre- E 


ferred employer and business performance," says Wipro chairman Azim 
Premji. Fellow Bangalorean Narayana Murthy's definition, however, is a lit- 
tle different. "My responsibility is to conduct myself in a manner that en- 
hances the respect for the organisation. At the end, respect comes to peo- 
ple who do desirable things and who can be trusted. When you make a 
statement, x peopte should say ‘we believe.” 


All this, of course, does not mean that all is well with Corporate India. In 
other words, it's not as if respect is a virtue that all Indian corporations | 
crave for. “While the market does reward respect, it does1 not punish those 
who don't strive for it,” says ICICI Bank's Kamath. - 8 lx 


BW's decision to felicitate companies that have fared well] in the respect 
index is an attempt at enhancing the value of respect. Some companies 
have been honoured with awards. Some others featured and ranked in this 
issue. Our hope is that as everybody strives to be on this list, the overall 
standards M in Corporate India willgoup. . is 
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 panies is conducted by the Indian Market Research Bu- 
reau (IMRB), Itis a peer-perception survey — meaning 
that senior managers in the corporate: world are polled 
in order to rank the most respected companies in the 
country. This year's survey was kicked off in July: 2002, 
when BW provided IMRB with two primary] lists — one, 
alist of 50 companies (chosen on the basis of the ranks in the preceding | 
survey and the performance of companies during 2001-2002) and, two, a __ 
list of9-20 firms each in 14 sectors chosen on the basis of their market lead- 
ership (Top 5 in each sector), financial performance (Top 10bysalesin —— 


each sector) and profitability. Some companies that didnt fit these para- Xa nr 


meters but had made a significant impact on the sector were also included. 
IMRB representatives interviewed 584 senior professionals (general 
managers and above) in Delhi, Mumbai, Chennai, Kolkata, Bangalore, Hy- _ 
derabad, Ahmedabad and Pune between July and November 2002. Re- | 
spondents were shown the list of50 firms and asked to rate a maximum of 
10 firms on 19 pre-selected parameters. These parameters were: a overall - 
quality; top management leadership; depth of talent; ability to attract, 
manage and retain talent; belief in transparency; ethics; social respons- 
iveness; environmental consciousness; quality of products and services; 


belief in customer satisfaction; track record; dynamism; speed of response _ : 


to change; belief in continuous innovation; global competitiveness; consis- l 


tency of corporate performance; returns to shareholders; value creation for | Ü e 


stakeholders; and the ability to cope with recession. 


Most of these parameters were decided during a qualitative stai ! doris E 


in 2001 among high-level executives. This study sought to identify the pa- 
rameters that are considered admirable in any company and which all. 
companies should strive to achieve irrespective of their sector: NE 
Each company was to be rated on a scale of 1 (very poor) to. 10 0 very 
good) on these parameters. After that, IMRB did a weighted analysis: the 
mean of the score against each firm in each of the 19 parameters was mul- 
tiplied by the number of respondents (who chose that firm) to arrive at the 
final scores. The rankings in each case have been given on the basis of the 


scores under ‘overall quality’. Wherever the difference between the toph two Qs "a 


was 5 or less than 5 points, they were declared as joint winners. 

The same respondents were also asked to rank firms in 14 sectors. BW. 
chose these sectors on the basis of their relevance in today's economic situ- 
ation. This year, we have included New Economy sectors like retail, food 
services, and travel and hospitality, taking note of their growing. influence. 

Each respondent was shown the list of only that sector to which his. 
company belonged. He was asked to choose a maximum of 10 companies - 
in that sector and rate them on the 19 parameters. Here again, thescores 
on each of the parameters were multiplied with the number of 'respond- - M 
ents against each firm to arrive at the scores, Sectoral ranks are also based l 
on ‘overall quality’. ! . N 
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Making global telecom affordable: The Data Access story 


ernment decides to de-regulate 

the International Long Distance 
(ILD) calling market, thus revolution- 
izing the telecom industry. New tech- 
nologies, and a new market, were just 
waiting to be opened up. Taking up 
the gauntlet were private ‘biggies’ 
like Reliance Infocom and Bharti 
Telesonic plus a lesser known com- 
pany - Data Access, hitherto only an 
ISP player. Here’s an account of how 
Data Access has not just made it big 
in Indian telecom but now harbours 
ambitions of being a world telecom 
major. 
Says Mr. Siddhartha Ray, MD, Data 
Access and the visionary behind the 
success of the company; “There has 
been intense competition in the Indian 
ILD sector during the last 12 months. We 
are extremely proud of the fact that Data 
Access has not only emerged unscathed, 
but also made money and carved out a 
distinct niche for itself — it has what it 
takes to take on the world". 


The Feat: 


Data Access created a global benchmark 
of sorts when it became the first and 
only private ILD player to corner a 
whopping 30% share of the US$1.5 bil- 
lion ILD market in India in a matter of 
just 6 months. Such rapid transforma- 
tion of market from incumbent to a chal- 
lenger is unprecedented in the history 
of telecom privatization anywhere in 
the world. 


Core philosophy at Data Access: 
This remarkable performance of Data 
Access is driven by an extraordinarily 
simple business philosophy - some- 
thing which the company implemented 
with deep commitment and passion. 
The company was the first to recognize 
the ‘commodity nature’ of international 
carrier business and focused on build- 
ing a technologically superior network, 
which could be deployed and upgraded 
rapidly at an extraordinarily competi- 
tive cost. 

It therefore made little sense to invest 
heavily in infrastructure like fibres and 
satellites as the global telecom industry 
was undergoing a recession. Instead, 
Data Access went ahead for capacity 
leasing option on the existing fibre and 
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satellite providers at a cost, which 
would change the rules of the game. 
Next came the telecom licenses in UK, 
USA and Hong Kong. With the licenses 
in place, Data Access set up its own 'net- 
Work operation centre' and switches in 
New York, London and Hong Kong. 
Having its own network meant two 
benefits for Data Access. One, the inter- 
national carriers could interconnect 
with Data Access network very rapidly 
since they did not have to meet the net- 
work all the way in to India. Also, hav- 
ing its own transport network across 
four continents helped Data Access to 
exercise far tighter quality norms for the 
entire network. As a consequence, to- 
day the company's capacity utilization 
of international bandwidth is twice as 
much as its nearest competition. 

Of course, it did not take long for Data 
Access to deploy an unique 'hybrid' 
model of network which though 20% 
more expensive than the competition's 
switching equipment, combines circuit 
switch TDM technology and packet 
switch IP technology within a single 
network thereby getting the advantage 
of both the technologies on the same 
network. This allowed significant re- 
duction in network down time vis-à-vis 
competition and hence, significantly 
lower operating expense. 


A Winning attitude: 

Data Access does not believe on resting 
on its laurels. The company has been 
busy setting up new benchmarks in 
terms of quality of service. The network 
is able to deliver a call completion rate 
(CCR) in excess of 60%, which is almost 
double that of the competition, before 
Data Access came in to picture. The 
highCCR is possible due to Data Access' 
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Mr. Siddhartha Ray, 
MD, Data Access 


three overseas network centers and 11 
points of interconnects in India, making 
possible for any call to travel through 
1331 alternate routes! The quality of 
voice on ITU recommended MOS scale 
is in excess of 4.5 on a scale of 5. The 
Post Dial Delay (PDD) on its network is 
less than 3 seconds which is in sharp 
contrast to the 8-10 seconds PDD expe- 
rienced by customers while making STD 
calls during peak hours in India. 


The Promise: 

The company has been singularly fo- 
cused on carriers and has clearly stated 
in various forums that it does not have 
any game plan of getting in to 'last mile 
operation', Mr.Ray elaborates this by 
saying, "Our business is a different ball 
game altogether. We consider all last mile 
telecom operators in India as our custom- 
ers. So we have a different line of thought 
altogether. All expansions in the near fu- 
ture are likely to be in carrier business to 
more markets and to more last mile opera- 
tors across the world". 

The company is truly positioned to be- 
come the first global telecom player 
from India. During the first six months 
of operations itself the company has 
delivered over 60 million US Dollars 
foreign exchange and in the next 12 
months it promises to deliver 250 mil- 
lion US dollars of foreign exchange to 
Indian exchequer. 

With all these achievements, Data Ac- 
cess is truly making India proud. — 8 
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Narayana Murthy 
says people 
should respect 
his company for 
its openness, 
honesty and 


decency 


AFARI suit-clad K. Anand, 
42, is much sought after by 
his peers in Bangalore. 
And it has got nothing to 
do with the Rs 17,500 
salary that he gets per 
month despite being a 
chauffeur. His popularity stems from the 
man he has been driving around for the 
last 19 years — Infosys Technologies’ 
chairman of the board and chief mentor, 
N.R. Narayana Murthy. 

When Anand first joined Infosys, 
Murthy and other Infosys founders 
would cram themselves into a hired Am- 
bassador to do the rounds of clients. The 
Ambassador is gone now, and in its place 
is a 1997 Opel Astra. The other founders 
also have their own swanky cars now. 
And Anands life has changed. Today, he 
has to deal with constant requests for 
favours from people. “People recognise 
me as Murthy sahib’s driver. Fellow dri- 
vers say I'm fortunate. They often come 
to me for advice. They even give me their 
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bio-data for a job at Infosys." 

In this years survey, Infosys has 
topped India’s most respected compa- 
nies rankings for the second year in suc- 
cession. It equals Tisco's record of conse- 
quent wins in 1990 and 1992. Only 
Hindustan Lever has done better with its 
hat-trick in 1983, 1985 and 1987 (and a 
fourth win in 1996). 

Respect is a big thing in Infosys. Says 
Narayana Murthy: "Respect is the first 
thing everybody in this organisation 
looks for when doing anything. We want 
people to respect us for openness, hon- 
esty and decency.” On Narayana 
Murthy's desk are two icons of respect: a 
brass model of the GSLV rocket (“That 
stands for pride,’ says Narayana 
Murthy.) presented by ISRO chairman K. 
Kasturirangan and a miniature of the 
1936 Toyota Phaeton AB (“That’s for 
quality.”) presented by Toyota chairman 
Hiroshi Okuda. 

Anand is perhaps one of the best 
symbols of Narayana Murthy's dream of 


creating wealth and then sharing it with 
all his company’s stakeholders in a class- 
less manner. Consider that Anand drives 
to work in his own Maruti 800. Better 
still, he bought a 2-bedroom flat after 
selling 300 Infosys shares (he owned 
1,000) during the tech boom for Rs 9 
lakh. (On his part, Narayana Murthy 
continues to stay in the 2-bedroom flat 
he bought in 1986-87.) 

This image of a Gandhian sits easily 
on Narayana Murthy. After all, he is one. 
He believes that the Mahatmass greatest 
quality was that he walked his talk. “Re- 
spect comes out of affection and the 
comfort that people feel in talking about 
a personality. It's the pride in associating 
with the personality. Nehru had tremen- 
dous prestige. But Gandhi had respect 
because he was one of the people," he 
says. Many people, these days, talk 
about the Narayana Murthy effect. They 
talk of how it has convinced many mid- 
dle-class Indians to set up their own 
companies, convinced, finally, that busi- 
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ness can be done ethically too. 

Narayana Murthy prefers to do 
things himself. Even now he slips out of 
his house to pick up things like shaving 
accessories from the neighbourhood 
store. "He is not supposed to go out 
alone. He does not like it if we watch 
him. But we don't leave him alone. We 
follow him at a distance," says Anand. 

While there's a police picket guarding 
the housing society where he stays, the 
special security provided by the state 
government protects the Infosys chair- 
man when he’s on the move. But at times 
Murthy throws them off and takes off on 
his own. 

The Infosys way is getting noticed 
even overseas. Recently, the company's 
recruiters in Germany were delighted to 
hear from a potential candidate there 
that he wanted to join the technology 
major for its simple values and the way 
its founders like Narayana Murthy lead 
by example. 

If anything demonstrates the respect 





that Infosys commands these days, it's 
the Phaneesh Murthy episode. Infosys 
and its head of sales in the US, Pha- 
neesh, were sued on charges of sexual 
harassment last year. Phaneesh ten- 
dered his resignation almost immedi- 
ately, even before Infosys reacted. Then, 
Infosys put forth its point of view in a 
transparent manner to clarify issues. 
The company disclosed that it had initi- 
ated discussions to settle the issue out of 
court and that in the event of an un 
favourable decision in the court, it 
would have to bear the financial burden 
of the claim. “Transparency isn't a new 
mantra at Infosys. In 1995, when GE was 
contributing 25% to the company's 
topline and 896 to its bottomline, we lost 
the account. And we informed analysts 
within 72 hours," says Narayana Murthy. 

But, despite all the embarrassment 
regarding the Phaneesh affair, Infosys 
still topped the survey. Which, inciden 
tally, was just about half way through 
when the scandal broke! 
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BOUT a month ago, 
Vikramjeet Singh, 24- 
year-old manage- 
ment trainee and 
barely six months old 
in Hindustan Lever 
(HLL), shot off an 
email to chairman M.S. ‘Vindi’ Banga. 
During his induction, Singh had been 
told about HLLs open and non-hierar- 
chical work culture. So, he was trying to 
figure out why some tables in the can- 
teen at Lever House, Mumbai, were re- 
served. Soon afterwards, Bangas office 
informed Singh that the boss wanted to 
meet him at the canteen. "Not only did 
he have the 'reserved' signs removed, 
but he and I sat at the same table for 
lunch," says a still stunned Singh. Fellow 
trainee Udit Dugar, also 24, is excited 
about the fact that he is almost single- 
handedly representing Sunsilk, title 
sponsor at the next Femina Miss India 





BUSINESSWORLD 27 JANUARY 2003 





























t. fI Tissa fre- mo 


negative press. 

So what is it that makes HLL tick, 
year after year, decade after decade? 
Sitting in his offices on the fifth floor 
at Lever House, Banga takes a crack at 


things,” he says before proceeding to 
enumerate them one by one. There’s 


ability to attract and retain the best. (Ask 
headhunters, they'll tell you.) Then 
theres the company’s value system (“We 
always work by our own code of con- 
duct,” says Banga). Next is the growth 
opportunity that HLL offers, thanks to its 
multi-product portfolio. And finally, 
there are the great brands that people get 
to work on. 

Banga mentions four reasons, but 
misses the fifth one. HLL has had an aura 
of success. Not only because of its posi- 
tion of pre-eminence in Corporate India, 
but also because of its powerful alumni 
network. A lot of top people in business 
today are ex-Lever. 

Yet, over the last one year, that image 
is being questioned. In many ways, HLL 
is today a prisoner of its own success. In 
fact, a lot of the questions being asked 


HEMANT MISHRA 


show. (“Think of the kind of responsibil- 
ity we are given so early on.”) We at BW | 
couldnt lay our hands on the other | 
trainees of the 2002 batch since they 
were out on field training, but you can | today are because it is, well, HLL. During 


safely assume that they, too, would be 
like Singh and Dugar — sold on HLL, 
Banga and everything else that comes 
with being part of the company’s man- 
agement cadre. | 

Many others are also sold on HLL. In- 
cluding the respondents of Business- 
world’s most respected company sur- 
veys, who have, over the last two 
decades, made a habit of placing HLL 
way up there. It has been placed on top 
of the heap four times (1983, 1985, 1987, 
1996), the maximum number of times 
yet for any company. In this year’s sur- 
vey, it ranked second. Despite the fact 
that the FMCG business is in the midst of | 
a slowdown; despite its bottomline flat- 
tening out; despite its stock getting ham- 


the last 11-odd quarters, its sales have 
remained more or less constant, going 
up or down by a few basis points. And 
while earlier on, HLL was able to keep 
sucking costs out of the system to keep 
|. its bottomline growing, in the last three 
quarters, even that has not been possi- 
| ble. So is HLL, the legendary growth en- 
gine, slowing down? 
Bangas view of the crisis? "If you look 
, at companies that truly endure, they go 
. though phases of growth, consolidation 
and transformation from time to time; 
, and we are in the grips of that,” he says. 
The 90s were the phase of growth and 
consolidation for the Rs 10,000-crore 
powerhouse — when it grew by around 
2096 year-on-year through the decade 





mered in the sharemarket; and despite | 


that poser. "It's a combination of a few © 


people, and of course HLLs legendary © 


E^ 
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Its people, its value system, its 
brands — they are what make HLL 
tick, says M.S. Banga 


on the back of expanding markets and 
smart acquisitions. And nowis the trans- 
formation phase. 

At the heart of this is Banga’s power- 
brand strategy, announced in January 
2001. “We discovered that 75% of our 
business came from 30 brands, yet they 
did not get proportionate management 
time,” says Banga. So HLL reduced its 
portfolio of brands, focussing on only 30. 

“In the last five quarters, in extraordi- 
narily difficult conditions, our power 
brands have beaten the market,” says 
Banga. To support his point, he says Lux 
has grown by 15% while Fair & Lovely 
has grown by 25%. This despite price 
hikes. Detractors of HLL’s power brand 
ploy ask why the market reaction to it 
has been rather lukewarm, if it were in- 
deed some sort of killer application. 

HLL is used to deconstruction. So re- 
gardless of what Corporate India may 
think of its predicament, it is pressing 
ahead with other new product launches 
— confectionery, foods and ayurvedic 
products, among others. And hoping to 
dominate those categories as well. 

In 1983, when Banga was branch 
sales manager (North), HLL came right 
at the top of the first of BW's most re- 
spected company surveys. Then chair- 
man A.S. Ganguly had mentioned a few 
things that had, perhaps, contributed to 
that finding. One was its quality of prod- 
ucts and services (“I am not surprised — 
even if you are — that Hindustan Lever 
has been rated first in terms of this par- 
ticular attribute”), Another was its ability 
to attract and retain talent (“I think we 
have fared well in this evaluation be- 
cause it is fairly well known that in Hin- 
dustan Lever, we have fair and open cri- 
teria for recruitment and promotions 
and that our managers are given every 
chance to prove themselves.”) 

That sounds almost exactly like what 
Banga has to say almost two decades 
later. Deja vu? Well, that’s what continu- 
ity is all about. w 
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Efficiency 
and global 


scale is 
what works 
for Mukesh 
Ambani. In 
polyester, 
in telecom, 
or in 
petroleum. 
Anything 
less simply 
won't do 
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N August 2000, there was a 
secret meeting in Dhirubhai 
Ambani’s suite at Maker 
Chamber IV in Mumbai's Na- 
riman Point. In the presence 
of Dhirubhai and Mukesh 
Ambani, O.P Lohia, manag- 
ing director of Indo Rama — an arch rival 
in the domestic market — signed a long- 

term contract with Reliance's Nikhil 












` thallic acid (PTA), a raw material, from 
Reliance. "It was a relationship- -building 





‘Rama had in them. That gave stability to 
the market," says Lohia, two years after 
the event. It also made Indo Rama Re- 
liances single largest customer of PTA. 

^' The event ended years of hostilities 
Between two of Indias largest polyester 
- and yarn companies. It also signified the 
way Reliance simply dominates its op- 
ponents. If there is one attribute besides 


the ability to execute projects ofinterna- ` 


tional scale that defines Reliance, it is 
that. Few have survived, leave alone 


prospered, when ranged against Re- | 


liance. But Delhi-based Indo Rama has 
not only survived, but also prospered. By 
partnering. Reliance. 
< “When we didn't know each other 
closely, there may have been distortions 
in each other's minds. That. may have 
been caused by the market," says Lohia. 
In the samebreath, Lohia denies that the 
Ambanis ever proposed to buy out Indo 
Rama. He says: "Both. sides knew it 
couldn't happen." Instead, Lohia is all 
praise for the truce. "It's a memorable 
 eventin the lifespan of both companies. 
Both companies work together when 
ey realise the binding at the top. We 
^d to compete only on service and 
! ele all people with that guid- 


jitter rival is now a Relian- 
iS e had alot of meetings 
inv Dhirubhai was also present. 1 
: admire his vision. Everybody should 








. draw inspiration from it. It's because of 


his vision that the relationship (with 
Indo Rama) grew stronger and stronger,” 
he says. 

‘Today, Lohia reiterates that Reliance 
ds respected for its long-term vision and 
calibre of management: "They are vi- 
sionaries who always believed in global 
scale. They display efficiency of man- 
agement in putting up plants on time, at 
least cost and with minimum man- 
power. This is the way every efficient 
company hasto function." 

.— Kalladdsup to Reliance’s exemplary 
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M sswani to buy a ‘certain quantity’ of | 
lo Rama's requirement of purified: - 


measure to say how much faith Indo 


project management skills. The speed 
with which it set up the world's largest 
refinery of 27 million tonnes at Jamnagar 
is legendary. But of recent vintage is the 
paceat which Reliance has set up its lat- 
est polyester staple fibre plarit. Says Lo- 
hia: “I've heard they are close to setting 


| up a fibre plant in 12. months. 1 didnt be- 


lieve it. Dur own target for setting up a fi- 
bre planti is 16 months, Their determina- 
tion is unbelievable.” 

In retrospect, 2002 is a year that no 
Reliance employee or, anybody i in Cor- 
porate India will ever forget. It was the 


| year when a second brain haemorrhage 


felled Reliance’s legendary founder, 
Dhirubhai. In the hysteria that followed, 
it was clear that a poor schoolmaster's 
son had indeed become one ofthe coun- 
trys biggest icons. 

It was also the year when Reliance 
struck 5 trillion cubic feet of gas reserves 
off the Andhra Pradesh coast. 

The year 2002 was also when the 
company launched the gargantuan Reli- 


ance Infocomm project on the back of | 


an unheard of Rs 75,000-crore invest- 
ment. Its wireless in local loop service, 
labelled IndiaMobile, could well turn 
out to be a watershed in Indias telecom 








| history. Reliance’s rockbottom : 


| ched. Would the results have b 


(Rs 1.20 for every three minut 
same as iandline rates, had an 
ate impact on the market. The : 
forced GSM mobile operators to 
their tariffs dramatically. 

Reliance boni had its share of 





















an investigation of i | 
Joint Parliamentary Committee: 
investigate the 2000 stocks scam. 

Still, India’s largest private sector f 
managed to. keep its respect in- 
eye by retaining its position as Ind 
third most respected companv for t 
second time in a row. Earlier, it had be 
ranked fourteenth in the 1999 su 
and thirty-seventh in the survey 
ducted in 1997. | 

Interestingly, most of the fie 
for the most respected company s 
was completed before the gas fin 
announcéd and Infocomm wa 


different had the survey been kicke: 
after these things were announced 
surely is a point worth pondering. 
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For Azim 
Premji, 
integrity 1s 
non- 
negotiable. 
It’s not 
just about 
refusing to 
bribe... it 
is about 
honouring 
commit- 
ments — 
in letter 
and spirit 


NAMAS BHOJANI 
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ECENTLY, a very 
famous salesman 
. made an unsched- 
 uledvisit to the Delhi 
office of Ranbaxy 







im mji’s wasn't a courtesy visit; he 

ere on a business development 
a on. During the téte-a-téte, Premji 
madea forceful pitch on behalf of Wipro, 
À be: ides, of course, assessing Ranbaxy’ $ 












npressed he was with Premji’s cus- 

: tomer-centric attitude: | 
- He isn't the only one surprised by 

Premji’ s visits to customers. Even as late 


|. as 1999, Premji would visit shopkeepers | 


>> around India to gather customer feed- 
< back By 
household name, though he hadn't yet 





earned the sobriquet of the Richest Man: 


dn India. 

|: Today, Premji ji may no longer be able 
E to pound the streets — he calls himself 
an animal in the zoo. But touching cust- 
omers directly is still as dearto him ashis 
favourite vadas. Both habits, incident- 
ally: areathrowbackto his Mumbai days. 
The ability to connect with cus- 
* . tomers is what is most admired and em- 
- ulated by the Wipro diaspora — the 100- 
odd former Wipro-ites who now head 
_ businesses in as diverse areas as IT con- 
sulting and networking to strategic in- 
. vestment and BPO the world over. (The 
Wipro diaspora is considered second 
only to the famous Hindustan Lever 
alumni, who, at last count, managed 

E more than 220 companies.) 
One ofthe former Wipro employees 
| S swears by Premji is Sridhar Mitta, 
managing director of Bangalore-based 
e4e Labs, which mentors and invests in 


P organisations servicing applications on : 





the Internet. A 20-year Wipro veteran 
(he last served as chief technology offi- 


cerin 2000), Mitta's respect for Wipro has 


remained undiminished even after he 
quit the company. Mitta says he has 
rarely seen such customer focus driven 
so hard by the chairman of a company. 
"In the old days, when a customer was 
not satisfied, Premji made sure that un- 
- . less the problem was solved, nobody left 
.' the customer premises." 

A. «>» Sudip Banerji, the incumbent Wipro 
. Technologies president (enterprise solu- 
tions), agrees: “Premji says if somebody 

! complains, he must get an answer." 
In fact, „way back in 1981, Premji 
. hired Wipro' first quality assurance 
. > manager, who reported directly to the 
POR GEO: “The quality assurance manager 




















. Laboratories manag- 
p ing director D.S Brar. 


vare needs. Later, Brar told a peer 


; this time, Premji was already a 


could overrule the factory manager,” 
says Mitta. That commitment hasn't 
changed. Five months back, Wipro hired 
GE's Six Sigma head Anurag Behar as 


. corporate vice-president to determine 


Wipros quality standards. Predictably, 
hereportsto Premji. 

Former Wipro-ites also believe that 
Wipro is respected because it is among 


the few organisations that truly nurture - 


independent thinking. Take Mitta, who 
as part of Wipro Infotech was involved 
only in domestic hardware and software 
maintenance. He had been repeatedly 
pitching for Premji's permission to ex- 
port embedded software, which Premji 
repeatedly denied. In one meeting, 


-. Mitta stood his ground. Premji finally re- 


lented. Today, embedded software is one 
of Wipros greatest strengths. 

Says Mitta: "You could go to the 
chairman and say ‘I dont agree’ and still 
your interests would not be harmed. He 
has the openness to take the idiosyn- 
crasies of all." 

Behar, whos just joined Wipro after 
nine years with GE, says: "At Wipro, the 
space for dissent and independent 
thinking is unbelievable. It's usually dif- 


~ ficult to listen to thousands of views. So 
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from compressor m act 
pany Shriram Refrigerators, 
Wipro Infotech head N. Krisl ak 
wasa marketer, —— - 
The other fact that every Wip 
swears by is Premji's ethics andi in 
"Wipro works on a very high inte 
platform. That's religiously follow 
says Mitta, So much ša that the come 1 


conduct. of not dealing with the got 
ment where the d eie requ 


in jin and spirit. Withou 
there is no respect” | 
At Wipro, the leader's influ 
clearly seeped down the organis 
the company’s diaspora puts it: “VA 
respect hasn't been demanded. Bu 
been commanded." 
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Creative 
recon- 
struction 
— K.V. 
Kamath's 
twist on 
creative 
destruc- 
tion — IS 
the rule 
ICICI 
Bank 


lives by 
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ISHOR Shah and 
Javed Khan have a 
bit of Bollywood in 
them. Not in the 
way they look, 
dress or behave; 
its just that the 
story of their lives could, with some 
. imagination, be as racy as a Salim-Javed 
| „Script. Start with the communal har- 

m theme — two boys from different 
gions who have kind of grown up to- 
her and are still the best of friends 












- angle — when Shah was engaged, it was 


. - trothed. Close up on the rags to riches 
theme — two extremely hardworking 
boys from ordinary backgrounds who 
own a car anda house today — the clas- 
sic filmi gaadi, bangla; they also own a 
architecture firm in Vashi, Navi Mumbai, 





p that employs 17 people on a turnover of | 


. around Rs 4 crore. And finally, there's 
Ma, the character who has played a stel- 
lar role in their lives. That would be ICICI 
Bank — after all, it was thanks to this fi- 


nance powerhouse that Shah and Javed’s | 


;* 2 liveshave turned out the way they have. 
-<> Behind many ofthe ICICI automated 
achines (ATM) you see, you will 
the name of details (yes, with a small 
), a company which, since 1999, has 

"been putting those kiosks up for ICICI. 

_.. In many ways, ATM booths have 
ws come to symbolise the organisation that 
is ranked fifth in our survey. Today, ICICI 
. boasts of the largest ATM network in the 
.. country, some 1,300in all. Thats up from 
—* 65 in 1999, when details first started 
as rolling them out for ICICI. So far, it’s put 
upsome 125 booths for the bank, anum- 
ber that Shah expects will rise to around 
^» J50bythe end of 2003. Ask them about 
: = the booth they remember the most and 
. they'll tell you a story of the kiosk at the 
-BHEL Building on Delhi's Siri Fort Road 
that was inaugurated by the then ICICI 
managing director and CEO K.V. Kamath 













on a stormy day in March 2001. It was 


thebanks500thATM. = 

Ask Kamath what makes ICICI Bank 
tick, and he'll tell you another story. Of 
. .. how, seven years ago at a CEO conclave 
«< in Bangalore, Brock Bank, a professor 
from the University of Michigan, asked 
~ Kamath to rate, on a 10-point scale; ICI- 
— . CT's ability to change. Kamath answered 
c 8.5, while other heads of firms answered 
< between four and five. “Today, if some- 
one were to ask me that same question, 

I'd say eight or nine,” says Kamath. 
os. This ability to transform a 48- -year- 
ld developmental finance institution 

















al business partners. Cut to the cupid © | 


Khan who carried his letters to his be- | | 


— ——— —— 


Agite ergo 


PR 


| into a universal bank with assets worth 
| Rs 1 lakh crore and a presence in the 
| wholesale and retail banking business as 
| well as the term-lending business is 
_ what is seen by many as ICICI's biggest 
| achievement in recent times. Looking at 
- it another way, earlier ICICI used to fund 
, asset creation. Today, it not only does 
| that, but it also funds consumption. 


Someone once remarked that to un- 
derstand the soul ofan or ganisation, j you 
need to understand its CEO. So, it's not 
surprising that much of the way ICICI 


` Bankistodayis thanks to two trends that 
| Kamath anticipated some years back. 
| One, in arapidly altering India, commer- 
^i cial banking would be a far more lucra- 
| tive business than developmental fi- 


nance. Two, the use of technology will, as 
in other parts of the world, change the 
face of banking. 


The first ofthese led to the creation of | 
| adaptation of the concept of crea 


ICICI Bank and the subsequent consoli- 
dation of all of the groups activities, in- 
cluding the development finance busi- 
ness led by ICICI, under the ICICI Bank 
banner. The second led to huge invest- 
ments in technology to make ICICI Bank 
a technology-led operation. Today, the 
ATMs put up by the likes of Shah and 
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| customers use the ban 
. These are the kinds of 


| smaller towns and 


| ICICI have been conducting i ; 
| able pilots to find the best strat 
, roll into rural India and the o 


: when he started shifting. foe 


of finality. 


Khan account for 50% of cus 
transactions. Another 1095. 
either the call centre or the 
transact with ICICI And the r 


Kamath throws. at you to s 
technology is changing the wa 
bank in India. NO 

ICICI's next big push will take 


side the country. Small team 


markets. Some early thoughts: app 
farmers directly to understand 
credit needs or do business with 
resident Indians and Indian compa 
operating abroad. 

A recurring theme in Kamath's: 
versation is creative reconstruct 
struction. He first tried it out a 
long-term project finance to sho 
loans. So far Kamath hasn't 


disappointed. “This concept is n 
ICICI Banks DNA,” he says with a 







OMPANIES teil their 
stories in many ways 2 
— through their : selling milk: at [Alindra € ever in 
products, their bal- up in 1960. Then, it used to collect — 
ance sheets, their | around 100 litres of milk a day. These |. 
CEOs... This one has | daysthere's plenty more milk flowing in, 
done it in a way that | roughly 1,400 litres daily. Like most of his 
few, anywhere, have — through a full- ^ neighbours, Patel used the money he 
length feature film, Shyam Benegal’s | made from selling milk to support his 
multi-starrer Manthan (leads: Girish | family. “I was a school teacher at a 
Karnad, Naseeruddin Shah and Smita | nearby school, buti my salary wasn't too 





Patil). Being on celluloid isn't the only | much; it was milk that t sustained me." 
oddity about the Gujarat Co-operative | Andhow — 
Milk Marketing Federation (GCMMF). Today, son Satigh i isa ‘shop assistant 










In this survey, it's also the only company | in London, while anotherson Dilipisin — . 
that was conceived as a co-operative | Kenya (“I don't quite know whic Fel EE 
and continues being so. The story of © says Patel humbly). Daughte 2 Ec 
GCMME has been told many times over. | in London while Hemlata is in the 
But even 56 years after its birth and now | Ask him how he managed to send hi 
inadifferent era, GCMMF'srelevancere- | children abroad and he talks about the ; 
mains undiminished. | value of education. And hestartsremi- ^. 
It's 6 p.m. when the nearby farmers | niscing about 1991, when he went to = 
start queuing at the Alindra Milk Pro- | London with wife Chanchal. "Great city," 
ducers Co-operative, an hour's drive | he says in Gujarati. The other villagers 
from Anand, Gujarat. Ramanbhai Phula- | around him nod. : 











ange... and a 
t of economics 
as been evident 
the last year 
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Tap the soul of GCMMF and you'll 
hear thousands of stories such as this. To 
understand what the body looks like, 
take hold of some pretty muscular statis- 
tics. Such as how in the last two decades, 
milk procurement per day has increased 
from 1.5 million litres to about 5 million 
litres. Such as how GCMMF touches the 
lives of 2.2 million farmers. Such as how 
Operation Flood, led by GCMME has 
made India, which churns out 84 million 
tonnes of milk every year, the largest 
milk producing nation in the world. 

GCMMF managing director B.M. 
Vyas uses statistics as well as stories such 
as Patel’s to explain what his company is 
all about. "We use economics to drive 
social change,” he says. A lot of that 'eco- 
nomics' has been seen over the last year- 
and-a-half. Except that his competitors 
wouldn't use such a benign word like 
economics to describe what GCMMF 
has been up to; they'd rather call it ruth- 
less strategy. Last year, for example, Vyas' 
team launched ready-to-eat pizzas at 
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Rs 20 for a 6-inch pizza and created an 
entirely new market for the product. It 
also forced a price war in ice-creams, a 
business it entered in 1995. Marketing 
manager Kishore Jhala says that today 
the co-operative has a 4096 share in the 
Rs 250-crore ice-cream market. 

2002 was significant for GCMMF as it 
started selling liquid milk outside its tra- 
ditional markets, Gujarat and Mumbai. 
" We used to sell milk in other cities like 
Kolkata and Delhi, but always in the 
wholesale market, never in the retail," 
says Vyas. Last year, it launched Amul 
milk in seven cities like Udaipur, Nashik 
and Pune. In 2003, it plans to enter seven 
more markets like Bhilai and Raipur. 

Vyas thinks these are pretty interest- 
ing times to head an outfit like GCMMF: 
"The socio-economic patterns are alter- 
ing. People have less time and more 
money." This shift is forcing GCMMF to 
change its portfolio, dominated by milk, 
butter, cheese, etc. “GCMMF is evolving 
to become truly the Taste of India," he 


adds. This year, for example, GCMMF is 
set to launch products like Masti brand 
sweet corn and vegetable soups. 

It is evident that Vyas is proud to 
lead an organisation like GCMME That's 
why he answers a question on the MNC 
(read Nestle and Hindustan Lever) offe- 
nsive in the foods business with some 
aggression. "Multinationals can't under- 
stand us, they underestimate us"; 
“MNCs have only scratched the surface 
of India”; “Unless we are fools, we should 
be the biggest marketers of ice-cream 
in the world.” 

None of those soundbites is bluster. 
His confidence comes from the fact that 
he manages a pretty complex operation 
where, among other things, GCMMF has 
to buy milk every day from the farmers at 
a price dictated by them regardless of the 
demand-supply situation and manage 
huge inventories of a perishable com- 
modity. His confidence also stems from 
the fact that he has millions of farmers 
like Patel with him. Try beating that 
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"We ve always 
aimed at things 
others perceived 
difficult," says 
K. Anji Reddy. In 
14 years, he has 


put his company 


on the world map 


for its R&D 
capabilities in 
pharmaceuticals 
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N 1988, Vijai Kumar had just 
quit pharmaceutical major 
UpJohn as regional director 
(Asia) and branched out as a 
consultant for clinical trials. As 
he was scouting for business in 
August 1988, a friend put him 
in touch with Kallam Anji Reddy, 
founder of a little-known Hyderabad- 
based bulk drugs company, Dr Reddy's 
Laboratories (DRL). Kumar recollects 
what impressed him the most about 
Reddy: "His vision even then was to put 
India on the global map of new drug dis- 
covery. Besides, he wanted to make DRL 
an international force in bulk actives." 
Even at that point, when new drug 
discovery was no more than an aspira- 
tion for Reddy, few could have dared to 
take him lightly. For Reddy was willing to 
put his precious pennies on reverse en- 
gineering. Reddy engaged Kumar's ex- 
pertise for two years for a handful of 
clinical trial projects. The first of which 








was to conduct bio-equivalence studies 
for DRLs anti-hypertensive bulk drug 
enampril maleate. The projects got over 
and they parted ways. 

In the next 14 years, DRL crossed 
many milestones, all of which have 
brought the company great respect. DRL 
went through multiple avatars — from a 
bulk drugs manufacturer in the 80s to a 
formulations-focussed company in the 
early 90s, to a US-focussed pharmaceu- 
ticals company in the mid-90s. And, fi- 
nally, to a research-led generics com- 
pany in 2000. 

In the field of research, DRL has just 
concluded a significant victory. A US dis- 
trict Court ruled in favour of DRLs move 
to launch a variant of Pfizers block- 
buster drug Norvasc (annual sales: $2 
billion). Even as Pfizer goes for the final 
appeal to a higher court, DRL has begun 
preparations to launch its own amlodip- 
ine maleate (Pfizers Norvasc is based on 
amlodipine besylate) under a new 


BUSINESSWORLD 27 JANUARY 2003 





brand. The booty could be well in excess 
of Rs 500 crore ($100 million). 

This has added a new dimension to 
DRLs research competence. For one, its 
amlodipine maleate will be the first 
branded generic sold by any Indian 
company in the US. Second, launching a 
branded generic — as opposed to a 
generic product — requires develop- 
ment of a whole new competence in 
marketing the brand and creating a sales 
force to call on doctors in the highly- 
competitive US market. Says DRLS vice- 
chairman and CEO G.V. Prasad: "We're 
institutionalising all our processes and 
creating a solid management team to 
take this forward.” 

Some time ago, another reverse-en- 
gineered product, fluoxetine, won DRLa 
six-month (August 2001-January 2002) 
exclusivity under Para IV of the US FDA 
(Food and Drug Administration). Now, 
with amlodipine maleate, DRL has bro- 
ken fresh ground in its research capabil- 
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ity. This has been financially rewarding 
as well. While DRL earned $70 million 
during the exclusivity period, it has al- 
ready earned revenues exceeding $20 
million since April 2002. 

At its Hyderabad headquarters, the 
company celebrated its initial victory 
over Pfizer by pasting A4 size sheets 
(“DRL wins Amlo case against Pfizer...”) 
on each floor of its staircase. In his sec- 
ond floor office overlooking Hyder- 
abad’s commercial district of Ameerpet, 
K. Anji Reddy often switches between 
serious sotto voce and hearty laughter as 
he elaborates on DRLs new drug devel- 
opment projects. "We've always aimed 
at things that others perceived difficult. 
Whatever we take up must be tough," he 
says, slapping his desk. DRL has 10 new 
chemical entities (the largest declared 
by any Indian pharma company) in vari- 
ous stages of development. 

For 62-year-old Reddy, DRLs stature 
is a personal victory of sorts. Years back, 
in 1985-86, DRLs scientists had devel- 
oped a scarce drug methyl dopa. 


Gi dla 


Though Merck (later renamed. as 
Merind) had its own methyl dopa, its In- 
dian subsidiary was not allowed to im- 
port it from the parent. Reddy sent his 
managing director with a sample of 
methyl dopa to Merck's quality control 
manager — who, ironically, was Reddy's 
former classmate — to ask him if Merck 
India was interested in buying the drug 
from DRL. But humiliation awaited DR- 
Ls managing director as the Merck man- 
ager flung the sample to the floor saying: 
“An Indian company can't make it." 
Since then, Reddy has made it a per- 
sonal mission to put India on the global 
map for its research and development 
capabilities in pharmaceuticals. 

And Kumar has no doubt that he 
wil. He says: "Dr Reddy has been 
exposed to the basic tenets and com- 
mandments of the industry. A scientist 
sees the whole business through a set 
of principles." What has followed has 
only been a reflection of that ambition. 
"We have earned our respect," says 
Reddy proudly. $ 
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say about a com- 
 pany that's synony- 
mous with the great 
Indian middle- 
class dream of 
owning a home? 
What do you say y aboifi a company that 








iat still lends at 25 basis points 





ite for the higher cost of ‘capital? 


(HDFO i is in the social sector, in the ser- 
ation, helping ordinary Indi- 
omes," he says. 
ions of other Indians like Ban- 
re grateful to HDFC for helping 
build or buy a house. Bandekar 
took his first loan in 1984; He bought a 
. one BHK house (BHK is Mumbai’s lingo 















kitchen) at Ashoke Van complex in 


Ü | at! s. not the Pony s reason he is 
grateful to HDFC. Bandekar also met his 
. wife Prachi there. In fact, she isa good 
> example of how the. company has 
O5 changed over the years, 
| When Bandekar first met herin 1984, 
she had already been in HDFC for four 
years as a stenographer at the Dadar of- 
fice in central Mumbai. There were just 
eight or nine employees in that office at 
that time. Bandekar used to drop in reg- 
ularly during lunch hour to negotiate 
terms ofhis loan. In 1984, HDFC was just 
about 10-offices-strong and had Rs 184 
- crore in housing assets. The loan that 
^ Prachi’s branch sanctioned Bandekar 






was. expensive E his cost ofcapitalwas | 


around 13.596 
Today Prachi isno longer a stenogra- 
pher. In keeping with the increased 
complexity of HDFC's operations, she 
has moved to a back-office support 
function that is somewhat technical in 
nature. Given her long years of experi- 
ence in the company, she correlates 
quality of construction with disburse- 
ment, This includes understanding 
- . what the resale value of a property will 
.. be given its age and quality of construc- 
^ don, among other things. She has also 
. moved toa larger office at Parel. It's over 
2 = three floors. 
| The number of HDFC offices has also 





KAY, what do vou | 


ded21lakh houses i inthecountry | 
fhat do you say about acom- | 


JOVE its: competitors, confident that i its | 
osophy and service more than com- | 


Hear it from Ravindra Bandekar, | 
/. assistant manager (commercial), Good- | 


.. lass Nerolac Paints. "Fthink that Housing. | 
Development Finance Corporation 


.— forahouse with one bedroom, halland a. 


: Shelled oat tel of the Rs 2.5 lakh he 
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_ increased—today there are 118 o0fthem. most of their employees stick aroi 
| Oh yes, Bandekar and his wife don't live | years. Parekh goes a step furth 
, inBorivlianylonger They moved south- ^ plains why HDFC prefers re 
_ wards to Vile Parle in January 2000 —0n from the second-tier busine: j 
the back of yet another HDFC loan. This and not the top ones; His logi 
| time the loan they took was ofa much | management graduates fron 
| higher value, though at a much lower | ond-tier B- schools are usuall 
| rate of interest. . and, therefore, fit in better with 
This picture of HDFC asa providerof | work culture. g 
_ Shelter to-millions, cutting across socio- | But in today's times, is that a 
, economic strata and evolving with the | weakness? Perish the thought. ` 
, economy is the way both HDFC chair- | run by a bunch of extremely sa 
, man Deepak Parekh and managing di- fessionals, For example, ask. 
| rector Keki M. Mistry want the company . Parekh about HDFC's strategy of 
| tobeseen. . ing the cost of loans higher espec 





The one adjective that springs to a market that's already crowd 
mind after two long meetings withthem | companies fighting on price. 
— on corporate values and philosophy that last year was tlie bes 
— is ‘old-fashioned’. For example, Mis- HDFC ever had in 25 years," 
. try, while on the topic of brand commu- silence our critics." 
nication, says that their branding is | Askhim again — Pare 
mostly just through word of mouth. "Not | isa perennial favourite 
TV, notpress." _ whether, like the ICICI 
| Then he stresses on how HDFC — should also. merge with HDF 
rarely recruits people laterally, and how “HDFC does not need to,” he gro 
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ITC will 


explore every 
opportunity to 
remain one of 
India's most 
valuable 
firms, says 


Y.C. Deveshwar 


Y dropping ITC fr- 
om the No. 7 spot in 
2001 to No. 9 in 
2003, the responde- 
nts of the survey 
have clearly signal- 
led their worries 
about the transition the company is 
going through. Yet, by retaining it among 
the 10 most respected companies in In- 
dia, they have also showed tremendous 
faith in the organisations capability. 

The current spotlight on the numero 
uno of Indias cigarette industry has not 
been on its mainstay, cigarettes, but on 
the evolution it is going through. Over 
the last seven years, the companys ciga- 
rettes business has seen stagnant vol- 
umes (60,865 million units in 2001-02 
against 60,972 million units in 1995-96). 
But it has guarded the respect it com- 
mands (it has figured in the Top 10 in 
1983, 1985, 1987, 1994, 1996 and 2001) 
through bold experimentation in unre- 
lated businesses. 
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The first was the entry into garment 
retail through Wills Lifestyle outlets. ITC 
tested the waters by opening its flagship 
store at South Extension in New Delhi in 
July 2000. Exactly a year later, it went on a 
rapid nationwide rollout that began with 
the opening of two stores in Chennai in 
July 2001. In a little over 18 months, the 
Wills Lifestyle brand has established its 
presence in 26 cities through 48 stores. 
ITC's target is 100 stores in three years. 

But ITC has won its respect in the in- 
dustry through some innovative mea- 
sures. For instance, unlike other gar- 
ment retailers, ITC doesn’t manufacture 
its products — they are sourced from 
vendors in India and Saarc countries. So 
it can concentrate on retailing. ITC was 
the first to identify a void in the market 
for womens formal wear and launched 
The Classic Collection in November 
2002. Nowit plans to plug the only gap in 
its retail strategy. It has just introduced a 
mass-market brand, John Players. These 
products are in the Rs 400-900 range, 
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bringing the company in direct competi- 
tion with the unorganised sector and es- 
tablished brands. Chairman Yogesh C. 
Deveshwar says: “ITC plans to establish 
Wills Sport as an international quality 
premium full-range wardrobe brand for 
men and women... for all occasions.” 

Around the time garment retailing 
was being tested, ITC launched its e- 
choupal initiative that, Deveshwar reck- 
ons, can change the face of the company. 
In June 2000, it began experimenting 
with this Internet-based project for rural 
India (see ‘ITC’s Rural Symphony’, BW, 
20 January). These e-choupals operate 
as Internet-based trading, marketing 
and distribution channels of goods and 
services across the rural economy. 

“The e-choupal model... confers the 
power of expert knowledge on even the 
smallest of individual farmers. It is grad- 
ually enabling a revolutionary paradigm 
shift that is enhancing the international 
competitiveness of Indian agriculture,” 
says Deveshwar. While the project cur- 
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rently services over a million farmers 
through its 1,045 kiosks in 6,000 villages, 
it eventually aims to cover over one lakh 
villages in the next five years. That would 
encompass one-sixth of India’s villages. 
The company believes that a market-led 
model like the e-choupal one can ind- 
uce higher productivity and higher inco- 
mes in the rural community. In turn, ITC 
hopes that the relationship established 
with the farmers will help gain their con- 
fidence so that they can trust ITC as a re- 
liable supplier of goods and services on 
the one hand, and as a cost-effective 
buyer of farm output on the other. 

But this is not for the first time the 
company has entered new businesses. 
ITC already has a major presence in hos- 
pitality (ITC Hotels) with 46 hotel prop- 
erties across the country. Nearly, three 
decades back, ITC ventured into the 
hospitality business with its maiden 
property, Chola Sheraton, in Chennai. 
This was followed by the Mughal Shera- 
ton at Agra and the Maurya Sheraton 





(since renamed as ITC Hotel Maurya 
Sheraton & Towers) in New Delhi. 

ITC also has a significant presence in 
paper (ITC Bhadrachalam Paperboards, 
since merged with ITC), where its manu- 
facturing capacity of over 2 lakh tonnes 
per annum makes it the market leader in 
the carton packaging segment. 

In all that ITC is doing, what isn't ap- 
parent is the internal, organisational re- 
structuring that ITC has been put 
through. It is this restructuring that has 
empowered the heads of new businesses 
to operate independently. The full re- 
sults of the exercise are yet to be seen, 
but ITC's new initiatives wouldn't have 
been possible without it. 

Deveshwar stresses that ITC will look 
at every opportunity that can help 
sustain its position as "one of India's 
most valuable corporations". "ITC is 
inspired by the opportunity to make a 
big difference through the enlargement 
of its contribution to the national 
economy," he says. 
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EDNESDAY, 25 
August 1971, 
5.30 p.m. Babu 
Lal, a 20-year- 
old worker in 
the Ludhiana- 


“Relationships 
are our biggest based . Here 
Cycles’ maintenance department, was 


99 
strength, cycling home after an eight-hour shift. 
About 4 km from the Hero plant, Babu 


11 Lal was hit by a speeding car. He lay 
say S Brijmohan bleeding profusely on the road. 


: As soon as the then Hero Cycles 
Lal Munj al. chairman Brijmohan Lal Munjal heard 
about the incident, he dispatched his 


In 50 ears nephew to rush Babu Lal to the nearby 
9 


CMC Hospital. Soon, Munjal reached 


only two ot the hospital himself. Babu Lal — mar- 


ried four months earlier — lay fighting 


9 Ane 
for his life and in urgent need of blood 
the Hero Sroup S transfusions. Munjal donated blood till 
more of it could be arranged from a 
4,050 dealers oenn : 
s Thirty-one years later, Babu Lal’s 
have left it voice still chokes with emotion. A die- 
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hard Munjal faithful since then, he says 
he will do anything for Munjal. “For me, 
he’s my God on Earth,” says Babu Lal. 

Thatis Brijmohan Lal Munjal for you. 
And for the now chairman of Hero 
Honda Motors, the Babu Lal incident is- 
n't a one-off case of how he deals with his 
stakeholders. The growth in Hero Hon- 
da's revenues to Rs 4,471.87 crore since 
its inception in 1984 hasn't blunted 
Munjal'5 personal touch. 

Even today, Munjal never misses an 
opportunity to bond with Hero Honda’s 
stakeholders. Last year, the wife of Hero 
Hondas Thiruvananthapuram, Kerala, 
dealer passed away. Munjal, now 79, did- 
n't waste any time in flying with his wife 
to Thiruvananthapuram to be with the 
dealer's family. 

“Khushi or 


(happiness) gham 


(gloom), we are always with our stake- 
holders. Relationships are our biggest 
strength,” says Munjal. 

Over the last five decades, Munjal 
has touched hundreds of such personal 
chords with Hero Honda associates 


(suppliers, dealers and stakeholders) 
and held them spellbound by his charm. 
The company’s stakeholders say the per- 
sonal and professional relationships 
that Munjal builds makes them respect 
Hero Honda even more. 

An episode last year brought Hero 
Honda's dealers even closer to the com- 
pany. During the slowdown of 2001 and 
2002, like everybody else in the industry, 
Hero Honda's dealers suffered due to 
sluggish sales. To the extent that their 
payment schedules to the company 
started going haywire. Munjal was soon 
apprised of what was happening. The 
net result: the company relaxed its strict 
‘No Credit’ policy by allowing up to Rs 50 
lakh-80 lakh of credit to overcome the 
downturn in the market. Nothing could 
have been better timed to bring relief to 
the dealers. 

Dealers like the Delhi-based Auto 
Needs’ Viveck Goel say that Hero Honda 
went up a few notches in his perception 


| 





| 


after the incident. He says: “Their service | 
is very personalised and their supportis - 
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immense. They mean what they say. 
They are now such a big organisation, 
but they have not lost touch with ground 
realities. Any dealer can call them up and 
meet Brijmohan Lal Munjal personally, 
without prior appointment. We know 
that when we need him he's always going 
to be there." 

Goel, who has been Hero Honda's 
dealer since 1993, says that Munjal calls 
him at least once a month to ask about 
his well-being and the trends in busi- 
ness. What impresses Goel the most 
about Hero Honda is the organisation's 
support in keeping the dealers own 
business efficient. 

Thisisin many ways a very old-world 
way of conducting business, when 
business barons saw themselves not just 
as men making money, but also as 
patriarchs of sorts. In fact, at its head- 
quarters in south Delhi's Basant Lok, 
managing director Pawan Kant Munjal 
says that it is Hero Honda's moral 
responsibility to make dealers efficient 
and viable. This involves things like his 
making 6-7 phone calls every day to 
his dealers. 

Call Brijmohan Lal Munjal at home 
at 7 o'clock in the morning and chances 
are that he will answer the call himself. 
His day begins with a morning walk at 6 
o'clock and he is used to getting calls 
from his dealers early in the morning. 
What is quite amazing is that he remem- 
bers not only the names of all his 550 
dealers, but also their family members. 

Little wonder then that nearly 80 of 
Hero Hondas dealers are children of 
dealers earlier associated with Hero Cy- 
cles. Munjal proudly proclaims that in 
the Hero groups five-decade-long exis- 
tence, only two of its 4,050 dealers have 
opted out. 

These days, Munjal's son Pawan is 
taking a leaf out of his father's book. It's 
imperative that the personal touch con- 
tinues in a market where competition is 
getting increasingly cut-throat. Like his 
father, he, too, makes frequent calls on 
dealers, enquires after their families, at- 
tends important events in their lives and 
so on. The focus is on erasing any feeling 
of alienation. Pawan says: “It’s important 
to do this when you grow too big. I don't 
talk business with them. The business 
teams handle business. These are social 
and courtesy calls." 

Clearly, a lot of Hero Honda's success 
and reputation has been built on the | 
way Munjal has handled his relation- 
ships. So, the unique challenge for the 
Munjal family will be to keep these rela- 
tionships alive even as the business 
grows bigger and more intricate. * 
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Agnamuc Cea Muy Compelllive 


S the most dynamic company in the country also 

necessarily the most ethical in the way it conducts its 

business? Can a company focussing sharply on global 
competitiveness also win the most dynamic category? 


Well, It would appear to be so. In our poll of the most l: N.R. Narayana Murthy (left) and 
respected companies, the Top 3 companies intherespect Nandan Nilekani 

scales also came in in the same order in each of these 2: M.S. Banga 

three categories. 3: Mukesh Ambani 





SANJIT KUNDU 


RAVI PATIL 
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‘For Tata: it's just the 2 begi inning. 


The Computer-based Functional Literacy programme launched by Tata in Andhra Pradesh 
and Tamil Nadu i is a path-breaking approach that helps adults learn to read. A unique computer 
aided methodology using audio-visuals, it empowers people to read their local newspaper coverto CONG 5 
-in just 40 hours of learning time! Enriching their lives with the power of information. 
Making people better informed and mote aware. That's leveraging technology for a better life. 
As practiced by 230,000 people at Tata everyday. | | 


Improving the quality 





ow more, visit us at www.tataliteracy.com 


INTELLIGENT 
AIR-CONDITIONING 
SOLUTIONS FROM 
AMTREX HITACHI 


Amtrex Hitachi Appliances Ltd. Corporate & Head Office: 9th floor, "Abhijeet", Mithakhali Six Roads, Ahmedabad-380006. Phone: 6400673 Fax: 6400672 E-mail: sales@amtrexhitachi.cc 
eChandigarh: 693165/985 e Chennai: 4935534/4953902 e Coimbatore: 2212106/426 e Hyderabad: 23351593/1676 e Indore: 268122/434865 e Jaipur: 415700/7C 
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Brijmohan Lal 
Munjal made his 
company the 
world's biggest 
motorcycle 
manufacturer 


ESPITE all the 


companies claim 
to have captured 
with their high- 
pitch product lau- 
nches, three of the 
Top 5 slots of Indias most respected 
companies in automobiles are occupied 
by two-wheeler companies Hero Honda 
(No. 1), Bajaj Auto (No. 2) and TVS Motor 
(No. 5). That's probably because the in- 
tensity of the fight in the two-wheeler 
space far outstripped that of the four- 
wheeler segment, where new product 
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mindshare Car 


launches in 2002 were limited to the pre- 
mium end ofthe market. 

For Hero Honda, the year began on a 
tumultuous note. Several new product 
launches from rivals made a dent in its 
marketshare. With four-stroke motorcy- 
cles being the only category witnessing 
significant growth in the two-wheeler 
market, TVS, Bajaj, LML, Yamaha and 
Kinetic all launched their new products 
in that segment. 

But Hero Honda matched competi- 
tion with its own range of product 
launches — the 100cc Passion and the 
133cc Ambition. Another product, Joy, 





was launched but later withdrawn. De- 
spite that, Hero Hondas share of the mo- 
torcycles market between April-Novem- 
ber 2002 dropped to 46.1% (51.2% in 
2001). Still, the company’s volumes have 
already crossed 1 million in October. 
"Our volumes have not dropped. You 
can't control that kind of marketshare. It 
had to happen," says Brijmohan Lal 
Munjal, chairman, Hero Honda. 
Apparently, the respondents have 
not held this against the company. For 
not only did Hero Honda achieve the 
unique distinction of becoming the 
world's largest two-wheeler company 
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The feeling of floating. It is a state of mind. And this state, seems to be the order of the day - for the many 
motorists who ride on MRF ZVTS. So get the reliability, mileage and control MRF has always given you. 
Plus unmatched comfort. Experience the æ force on Indian roads. Get MRF ZVTS.. and float. 


STEINER ee 


Visit us at http://www.mrftyres.com 





LOWE MRF FL 2416 








H, 

m €. ł e 

Businessworld 

Most Respected 6 jompany Awards 
SM et e C 
— LL Ia 


— — 


COMPANY 


Hero Honda 


Bajaj Auto 
Maruti Udyog 
Hyundai Motor 
TVS Motor Co. 
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@ Hero Honda has emerged the | 
winner by a wide margin for the sec- 
ond year in a row | 


| 
| 
| 
| 
| @ No. 2 this year, Bajaj Auto, has 
| 
| 
| 
| 





climbed from last year’s No. 9; | 
Maruti retained the No. 3 spot | 


Q Last year’s No. 2, Toyota 
Kirloskar Motor, has slipped out 


of the sector’s rankings this year 


Also in the race: Rahul Bajaj, 
chairman, Bajaj Auto, and 
Jagdish Khattar, managing direc- 
tor, Maruti Udyog 
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Appeal 


during the last year, but it also continued | 


with its consistent financial perfor- 
mance. Through the last decade, the 


company has grown at a stupendous av- | 


erage of 35.6% a year. Hero Honda's prof- 
itability (net profit margin) has sur- 
passed expectations, growing from 
5.96% in 1991-92 to 10.35% in 2001-02. 
Profitability and sales apart, Hero Honda 
has drawn enough regard for its lean and 
mean operation. “I don’t let my money 
sit idle,” says Munjal. Always averse to 
taking loans, Hero Honda became a 
zero-debt company in 2001-02. 

But the proof of the pudding is in eat- 
ing. For all of Hero Honda's virtues, if it 
wasn't regarded for its products, it would 
not command half the respect it does to- 
day. Recently, Bijapur-based G.S. Adya, 
who bought a Hero Honda CD 100 on 18 
October 1987 at Panjim in Goa, wrote to 
Munjal congratulating him on his bike's 
15th anniversary: “I state here with pride 
and pleasure that I own a motorcycle 
which is trouble-free... I have no words 
to praise the vehicle... (theres been) no 
engine-down till date... the vehicle has 
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been used non-stop for 15 years." 

This is not to say that the company 
that made the vehicle hasn't had its share 
of failures. The first brush happened 
when it launched joint venture partner 
Hondas step-through vehicle Cub, re- 
named Street for India. Before its launch, 
the Cub had sold over 2.5 crore units 
worldwide — the maximum by any sin- 
gle product — but the consumer reject- 
ed it because of its outdated looks. Hero 
Honda had to withdraw the product. 

Among the other winners in the auto 
industry, Bajaj Auto — ranked 9th in 
2001 — rode the success of its new 
launches like Pulsar to dislodge Toyota 
from the No. 2 slot. Hyundai Motor also 
made an impact with the Accent and the 
Sonata to move up from No. 6 in 2001 to 
No. 4 in 2002. While Toyota probably suf- 
fered on perception because of a hiatus 
in its product launches, Hyundai Motor 
managed to power ahead of TVS during 
the year. Meanwhile, Telco — ranked 7th 
last year — has also been driven by the 
success of the Indica to move a notch 





higher to the 6th position. n 
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Despite starting 
late, A.K. Purwar 
has moved with 
sreat speed to 
take the lead in 
retail banking 


T’S almost unfair that State 
Bank of India should respond 
later than most private sector 
banks to the opportunities in 
retail banking and still emerge 
as the leader of the pack. Bla- 
me it on size — the bank has 
an asset base of Rs 34,8228 crore. When it 
did realise the potential, it was seen as 
one of the banks most capable of taking 
advantage of the growing retail demand. 

Once the decision was taken, SBI, de- 
spite its size, moved into retail with 
amazing speed. That is to its credit. SBI 
now has one of the largest ATM networks 
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in the country — around 1,300. And over 
800 were set up in the last one year alone. 
Says SBI chairman, A.K. Purwar, “Glob- 
ally, 50% of banking assets are in retail 
whereas it is only 15% in India. The 
potential for growth in retail is huge.” 
For retail, read home loans. SBI has 
been hugely aggressive in its attempts to 
grow its home loan portfolio, which 
stood at Rs 3,500 crore in March 2002 
and which constitutes around 75% of its 
total retail loans. The bank aims to touch 
Rs 6,000 crore by March 2003. It has 
taken the lead in slashing rates on home 
loans over private sector rivals like 


HDEC. As a result, over 2002, home loan 
rates fell by around 150-200 basis points. 
All of which means that in the banking 
and financial sector, the winner of BW's 
poll for the most respected companies is 
a public sector bank. 

Despite the industrial recession, 
most banks (including SBI), both in the 
public and private sector, have been able 
to show good profit growth. One of the 
main reasons for the growth: falling in- 
terest rates. To prompt companies to 
borrow more and invest, the Reserve 
Bank of India has been cutting interest 
rates sharply over the past couple of 
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COMPANY 


SBI 

HDFC 
Citibank 
HDFC Bank 


Standard Chartered 
Grindlays 
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| Kay , pu 
@ Citibank has slipped from No.1 
to No. 3 while State Bank of India 


has moved up from No. 5 to the top 


@ HDFC Bank has slipped from 
No. 2 to No. 4 to be replaced by | 
parent HDFC at the No. 2 slot 


@ Standard Chartered Grindlays 
| 





has slipped one rank from No.4 to | 


No. 5 now | 





(L) and Citibank’s country fal 
Sanjay Nayar: Shift in focus from 


corporates to individuals 


HEMANT MISHRA 





The Retail 


Rush 


years. Which has meant that the portfo- 
lio of government bonds held by banks 
has appreciated sharply in value. Yields 
on gilts have fallen by around 200 basis 
points over the year (prices and interest 
rates on bonds move in opposite direc- 
tions). The yield on 10-year government 
bonds is currently around 6% compared 
with around 8% a year ago. 

However, forced to advance new 
loans at lower rates, banks have aggres- 
sively reduced their deposit rates by 
around 200 basis points over the year to 
offset the pressure on their margins. 


major problem — a problem which it 
has in common with most other public 
sector banks. The Rs 110,000-crore bad 
loan problem just refuses to go away 
from the Indian financial sector. Purwar 
is quick to point out that SBI's bad assets 
are less than that of other players. 

A big step toward tackling this prob- 
lem was the introduction of the securiti- 
sation and foreclosure law last June. The 
law allows banks to take over the assets 
of defaulters and sell them to recover 


their dues. Following the announce- 
ment, banks rushed to issue notices to 
defaulters. By the end of 2002, banks had 
issued a total of around 5,000 notices for 
an amount of Rs 6,860 crore. 

The issuing of notices was followed 
by seizures of assets including that of a 
chemical plant owned by the Mardias, 
who owe around Rs 978 crore of loans to 
banks and financial institutions. 

In February last year, the govern- 
ment introduced another major reform 
by allowing foreign direct investment in 


l banks to the extent of 49%. However, the 
Top dog though SBI is, it still has one | 


catch was that voting rights were capped 
at 10% — probably the main reason why 
not many deals have taken place. "The 


_ cap on voting rights remains a damp- 


ener," says Amit Kumar, assistant direc- 
tor, ANZ investment bank. “It’s a major 
issue with the foreign banks. But, at least, 


| in terms of thinking, it gives an indica- 


tion that the government is keen to open 
up the sector." 

ING Bank was the first to take the 
plunge, taking a 49% stake in Vysya Bank. 
But this has been the only deal so far. Wi 
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Japan's progress insured by Tokio Marine for over 100 years. 


Together we'll bring you the life you deserve. 


Simple policies, individual attention, instant countries and more than 100 years of 
response. IFFCO-TOKIO GENERAL international experience. IFFCO is India's largest 
INSURANCE Co. Ltd.(ITGIl) offers insurance like fertilizer producer with a network of 36000 co- 
you've never known. Where you come first. operatives all over India. With our personalised 
Where you dictate the way things move. service and customised products, you can be 


The Tokio Marine and Fire Insurance Co. Ltd. is rest assured that your assets will bein safe hands. 


Japan's largest and the world's fifth largest So go ahead, secure your future with ITGI and live 
general insurance company, with operations in 41 thelife you deserve 


IFFCO-TOKIO 


GENERAL INSURANCE 





Insurance is the subject matter of solicitation. 


The Life You Deserve 


Our range of Policies also include: 
* OFFICE & PROFESSIONAL ESTABLISHMENT PROTECTOR * TRADE PROTECTOR * TRAVEL PROTECTOR * AUTO PROTECTOR 
* PERSONAL ACCIDENT INSURANCE * FIRE & SPECIAL PERILS INSURANCE * BURGLARY & HOUSEBREAKING INSURANCE * GROUP MEDISHIELD INSURANCE 


FOR MORE INFORMATION, CALL OUR CUSTOMER CARE AT 1-600-333303 (TOLL-FREE) 





*Allahabad (0532) 2561395* Ahmedabad (079) 6408268 * Bangalore (080) 2386381 * Bhopal (0755) 269269 * Chandigarh (0172) 658530 * Chennai (044) 8144693 
* Coimbatore (0422) 2210195 * Hyderabad (040) 55821166 * Indore (0731) 5067000 * Kochi (0484) 2384710 * Kolkata (033) 22883131 * Lucknow (0522) 206495 


* Ludhiana (0161) 2463929 * Mumbai (022) 56943377 * Nagpur (0712) 2235442 * New Delhi (011) 26960045 * Noida (0120) 2545593 * Pune (020) 6111379 * Surat 
(0261) 8366145 * Vadodra (0265) 2327501 Rediffusion-DY&R/Del/ITGI/293-R2-Business World 





NAMAS BHOJANI 


K. Ramachandran 


(R) and Bhaskar 
Bhat showed the 
never-say-die 
attitude even 
during bad times 


ITAN and Philips 
have one common 
quality — tenacity. 
Both demonstrated 
their never-say-die 
spirit by fighting their 
way back into promi- 
nence after having temporarily lost their 
sheen. During the last few years, Titan 
struggled to protect its turf from low-end 
watches while putting its house in order 
in its jewellery business, Tanishq. The 
72-year-old Philips India, on the other 
hand, has risen from the ashes by revital- 
ising almost all its businesses like colour 
TVs, audios, lamps, mixers and irons on 
the technology platform. 

Both Titan and Philips had to slug it 
out in a tight finish that threw them up as 





MAGAZINE OF THE NEW ECONOMY 


Consumer Durables 





joint winners. Of the 39 people polled in 
the industry, 27 chose Philips while 26 
chose Titan among India’s most re- 
spected consumer durables companies 
(they had to choose 10 each). Philips 
scored higher than Titan on parameters 
like depth of talent and ability to attract 
talent. Titan had the better of Philips in 
things like top management leadership, 
track record of management and social 
responsiveness. So what made Titan and 
Philips stand out? 

In 2002, Titan launched the world’s 
thinnest watch, the 3.55 mm Titan Edge. 
Edge was preceded by Steel, another 
trendy range of steel finished watches. 
Titan managing director Bhaskar Bhat 
says: “We are a leading brand among 
many consumer products. Titan's brand 





image and marketing prowess brings us 
respect. What's less visible is our manu- 
facturing abilities. We've demonstrated 
that with products like Edge and Steel." 
Titan's jewellery business has turned 
around due to a range of innovations. As 
opposed to the singular Tanishq brand 
earlier, Titan segmented the business 
into sub-brands — Collection-G, Light- 
weights, Aria and Hoopla — targeted at 
different users. "Respect for the com- 
pany comes from the fact that this com- 
pany gives me what I want. We applied 


BUSINESSWORLD 27 IANUARY 2003 


HEMANT MISHRA 


Genesis 1511 


TATA STEEL 





ql 


TATA 





Steel - the inner strength that buildings 
are founded on.In the shape of rebars, 
steel sheets, pipes and tubes that 


resist corrosion and the wear and tear 
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of time and lengthen the life of the 
structure.That's reason enough why 


you should build your world with steel. 
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FIT IT FOR LIFE Trusted steel for your home 
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Titan 


Philips 
LG Electronies 
Sony India 


Samsung 








a3 
| 
- @ Titan ind Philips wrestled 


| across all the 19 parameters to 
| emerge as joint winners 


|. No. 3 LG scored higher than 
Titan and Philips on dynamism and 
top management leadership 


@ Sony India scored higher than 
LG on ethics, social responsibility 
and environment consciousness 








L6 Electronics managing director 


K.R. Kim (L) and Sony India 
managing director Teruo Ishii: 
Also going strong 
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‘Tech To 
The Fore 


our learnings of segmented approach in 
watches to the jewellery business. It 
worked,” says Bhat. Titan's jewellery 
business grew 30% last year and another 
35% during April-November 2002. 

To eliminate monotony, Titan has 
decided to replace its entire product of- 
fering every five years. That means 
changing 20% of its offering every year. 
At Tanishq, the mandate is tougher. It 
must offer a new collection — even 
within a sub-brand — every quarter. 


In comparison, Philips consistently 


worked on shaking offits image as a staid 
company with uninteresting products. It 
has earned its respect due to a host of ad- 
vanced technology products. In audio, it 
launched Streamium, a top-of-the-line 
stereo that allows music downloads onto 
the player. Philips focussed extensively 
on the flat TV business by introducing 
29", 25" and 21" flat TVs at competitive 
prices. It overhauled its electric iron and 
toasters line by introducing more con- 
temporary, European-style products. 


Another factor that has gone in favour of | 


Philips is how it weathered the onslau- 
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DILEEP PRAKASH 


ght of the Chinese in the compact fluo- 
rescent lamps business. Philips India 
CEO K. Ramachandran says: "The brand 
experience is always the cumulative 
essence of a number of things you can't 
put your finger on. It's a residual feeling." 

But the respondents had a fix on at 
least some of those factors. For they've 
captured Philips’ efforts during the year 
in their assessment of the company. Its 
share in CTVs has grown from 3% to 6%. 
In audios, it has climbed from 29% to 
nearly 40% and in lamps, it is up from 
33% to nearly 35%. In toasters and steam 
irons, where it was a laggard, Philips now 
has 25% and 31% respectively. 

Together, they have beaten some of 
the most competitive consumer dura- 
bles companies in India, including the 
aggressive Korean duo of Samsung and 
LG. But that shouldn't come as a sur- 
prise. For even as far back as 1994 and 
1996, Titan emerged as the winner 
closely followed by Philips. The differ- 
ence being that BPL was No. 3 in both 
those years. In the 2002 survey, BPL has 
slid to No.7. 
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Instant flight alerts on your mobile phone. 
So there’s time to catch up with other things before flying. 





Instant flight alerts 
Automatic reminders 


Flight status 


Jet Airways presents yet another exclusive 
service, JetMobile. You can now receive instant 
flight alerts on your mobile phone when your 
flight is delayed" All you have to do is give 
your mobile number to us or your travel agent 
each time you book your ticket. 


If you'd like to receive automatic flight reminders, 
log on to our website and key in your date 
of travel, flight number and mobile number. 
Choose the exact time when you want to 
be reminded, and relax. You can also set these 


flight reminders through your mobile phon: 
To know more about this service, log 
WWW. |etairways.com or get in touch with you 


travel agent 


JetMobile. It's an entire airline at your fingertip 





THE JOY OF FLYING 


* For delays beyond 30 minutes only. Other terms and conditions apply. 
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Tough times do 
not deter M.S. 


Banga, who says Sl “MONE Contumer Gods 


the competitive 
environment can 
only get worse 
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OUGH times. Those 
two words are all that 
it takes to sum up 
Hindustan  Lever's 
(HLL) current situa- 
tion in the highly 
competitive fast- 
moving consumer goods (FMCG) sector. 
"The competitive environment can only 
get worse; you can't wish it away," says 
HLL chairman, M.S. Banga. 

In many segments that it operates in, 
HLL has had to contend with a clutch of 
smaller rivals gnawing into its market 
from the peripheries. Even as most big 
FMCG companies were grappling with a 
crisis of growth, smaller, regional players 
recorded impressive growth — some 
even grew at 20-50%. 

And yet, HLL has emerged as the 
No. 2 firm in the overall list of India’s 
most respected companies, It is also way 
ahead of its peers in the FMCG sector. 

So, what is it about HLL that evokes a 
sense of awe, and yes, respect, among its 
peers and industry watchers? Is it the 
company’s sheer size — it is five times 
bigger than its nearest rival? Or is it the 
might of its legendary distribution? Or is 
there something more? 

There's definitely more. To begin 
with, let's take the 'ability to cope in a re- 
cession, one of the 18 parameters in the 
survey, but perhaps the most pertinent 
in the context of the FMCG sector. (One 
wag remarked that if the slowdown con- 
tinues the sector may well have to be re- 
classified as 'slow-moving consumer 
goods.) Here, HLLs score was way ahead 
ofthe sector's No.2, Britannia Industries. 

That was not an exception. In every 
single performance-related parameter, 
be it management leadership, depth of 
talent, speed of response to change, 
global competitiveness, and returns to 
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Stress-management pill 


Pressure of deadlines affect your organization's health as well as yours. Not if you are using Visual 






Studio.NET development tool as the tool of your choice to build the next generation internet 






applications. REJ studies (Rapid Economic Justification) conducted on companies using Visual 
Studio.NET, show that time to market was brought down by 66%, total development costs were 
reduced by 58%, time spent coding was down by 31%, product development cycle reduced to 6 
weeks from 6-8 months and delivery of high quality software happened consistently with fewer bugs. 











Move to Visual Studio.NET. It’s prescribed to succeed. 
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COMPANY 


Hindustan Lever 


Britannia 
Industries 


GCMMF 


Cadbury India 
Nestle India 


| dfi Lou aet 
@ HLL has retained its No.l rank 


for the second vear; Cadbury also 
stays at No.4 

|. @ Last year’s No.7, Coca-Cola, has 

` slipped out of the sector's Top 10; 

| Pepsi has slipped from No.2 to No.9 
@ P&G has climbed to No.7 from 
No. 10, while Nirma (No. 8 last year) 

- has slipped out of the Top 10 


Britannia MD Sunil Alagh and 
GCMMF MD B.M. Vyas: They 





Innovation 





Is The Key 


shareholders, HLL has left its peers in the 
sector far behind. 

Or take continuous innovation, an- 
other parameter in the survey. Here too, 
HLL was rated higher. Some initiatives 
that have stood out include the Self-Help 
Group model it created, where women 
were made brand ambassadors to in- 
crease direct reach in villages that have a 
population of less than 2000. After 
rolling out the model in Andhra Pradesh 
and Karnataka, HLL is planning to do so 
in Uttar Pradesh and Madhya Pradesh. 
Mighty though its distribution network 
is, this new initiative could give HLL an 
even larger reach among rural cus- 
tomers. HLLs moves to upgrade its 
Lifebuoy brand of soap too, have been 
quite innovative. 

Among the others in the sector, Gu- 
jarat Co-operative Milk Marketing Fed- 
eration (GCMMF) was the surprise 
packet. It was not even in the Top 10 in 
the FMCG sector last year, but has 
marched into the No.3 slot this year. 
GCMMF'’s strength has been its ability to 
fulfill the expectations of the Indian cus- 


tomer, who expects value, but doesnt 
want to pay a premium for it. 

By all accounts, last year was a diffi- 
cult one for the industry. “Overall, there 
has been a slowdown in 2002. Everyone 
has struggled to sustain growth rates, 
with some bigger companies registering 
negative growth,” says Pradeep Man- 
sukhani, CEO (sales), Marico Industries. 
Nevertheless, 2002 saw the emergence 
of small, regional players (many of them 
price warriors) as a potent force. 

There are many examples of these 
challengers — CavinKare in shampoos, 
Ghadi in detergents, Anchor in tooth- 
pastes and PriyaGold in biscuits. Anchor 
is a Rs 150-crore brand while Ghadi is a 
Rs 400-crore brand — not even big com- 
panies like Dabur can boast of brands of 
Rs 100 crore-plus. 

The emergence of these smaller and 
geographically focussed players will un- 
doubtedly alter the balance of power in 
the FMCG sector. But the question is 
how long will it be before any of these 
smaller players start figuring in the re- 
spectability rankings? 





tried many innovations but could 
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not catch up with the leader 
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Always space for a little more 


a LaSalle is planned to deliver game, set and corporate deal to you. New York * Chicago * San Francisco * London 


'or trade enquiries, contact LaSalle Marketing Limited New Delhi: 26912622/26923065 Mumbai: 56925974/75 Bangalore: 2899189 Email: info@lasalleindia.com Website: www.lasallei 





ndia. 


leels 23323294, Shagoon Emporium 25818441, Bhagwan Dass 23321986, Safari Kits 22095255, Blue Oyster 26411449, Kudos 26254889, Fair Deal 24692994, Leather Craft Exclusive 26923525, Khazana Taj Palace 261 10202, Khazana Taj 
3026162, Adamji's 26865767 Chandigarh Classic Centre 703900, Purse Palace 702156, Ebony 744001-6 Faridabad Stationers 2000 5222711, Danish Leather 8821011, Lakhmir Singh & Sons 5414127 Gurgaon Lifestyle 89441 | | 

upta Attachi House 236332 Jaipur Devi Enterprises 2624823, VIP Centre 2374100 Ludhiana Om Prakash & Co. 2749952 Jammu VIP Gallery (P) Ltd. 2546399 Noida Maharaja Shoes 4591336, Ebony 4511606 Kanpur Kamal & Co. 31 
lladin 305305 Allahabad Kapoor Sons 623671 WEST Mumbai International Bag House 2434349, VIP Showroom 55119146, VIP Goid 55287549, Akbarallys Chembur 55220307, Akbarallys Fort 22043921 Csango 22024309, Viaggio 563 


, Luggage Corner 26143625, LaSalle Bou 
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Vikram Bakshi 
and Amit Jatia 
added the local 
flavour to 


MeDonald's 


India's offerings 


ITH a massive 
margin of 127.7 
points (47.48%) 
over Pizza Hut 
— the No. 2 in 
food services — 
McDonalds In- 
dia (McDonald's) recorded the most em- 
phatic victory in this year's survey. 

Even if McDonald's rank is a surprise 
to others, for insiders it was only a matter 
of time before the company got there. Its 
associates say that behind McDonald's 
success is an intense understanding of 
India's culture and the psyche of its peo- 
ple — rarely researched so well by multi- 
nationals. McDonald's Corporation rep- 
resentatives first came to India in 1988. 
They spent the next six years researching 


à PFA 


“AT PITT NOUI COANA V 





the eating habits of Indians. In 1994, they 
began scouting for joint venture part- 
ners. Today, McDonald's is represented 
in the country by its two 50:50 joint ven- 
tures — the New Delhi-based Con- 
naught Plaza Restaurants (run by 
Vikram Bakshi) for the North and the 
Mumbai-based Hardcastle Restaurants 
(run by Amit Jatia) for the West. 

McDonald's put in eight years in In- 
dia before its first restaurant came up in 
1996. At that point, the odds were heavily 
loaded against it. For, it had already de- 
cided not to launch its beef-based core 
product — the hamburger — in India so 
that it didn't hurt religious sentiments of 
the Hindus. The company knew that the 
key to its survival here lay in acceptance 
by the government and the customer. 


Also, to keep the products affordable, 
it was necessary to source a majority of 
them from within the country. So, be- 
tween 1992 and 1996, McDonald's tied 
up suppliers from whom it sources 95% 
of its requirements. That's a significant 
achievement because worldwide the 
parent's franchisees source only 30-40% 
of their requirements locally. 

That done, McDonald's had to get its 
offerings right. The Indian joint venture 
partners chalked out McDonald's menu 
vision in 1999. It is here that the com- 
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Focused visi 


Starting as a single Asbestos Cement Unit in Hyderabad in 1985, Visaka Industries today is a multi- 





location, multi-product enterprise with phenomenal growth in building products and the yarn 
industry. 
Received Best Performance Award in Large and Medium Sector for the year 2001 from the All 


India Manufacturers’ Organisation, Andhra Pradesh State Board. 
Visaka believes that growth is a direct result of applying focused vision. 
S pply 


Our Building Products Divisionis: 
e Anestablished Brand Leader in the southern and western markets. 
e Now expanding in Eastern Region by setting up a most modern 72,000 p.a. unit in 


West Bengal. Unit expected to commence production by May 2003. 


Our Synthetic Blended Yarn Division 

e [san ISO 9002 certified unit. 

e Hasa strong customer base in Europe catering to home-textiles. 
e Enjoys Export House Status. 





VISAKA INDUSTRIES LIMITED 


"VISAKA TOWERS" 1-8-303/69/3, S.P. ROAD SECUNDERABAD - 500 003. 
PHONE : 0091-40-27813833, 27813835 FAX : 0091-40-27813837. E-MAIL : vil)myvisaka.com 
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McDonald’s India 7 


Pizza Hut 
Domino's 
Barista 


Café Coffee Day y 
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| @ No. 1 McDonald's has recorded 

| the widest victory margin of 127.7 

_ points in the entire survey this year 

~ @ Pizza Hut came closest to 
McDonald’s on the ability to cope 
with recession and belief in 
customer satisfaction 


@ No. 9 Sagar Ratna is the only 

Indian cuisine chain in the survey 
Devyani International’s (Pizza 
Hut) Ravi Jaipuria and Domino’s 
chairman S.S. Bhartia: A smaller 
slice of respect 








pany has made its maximum impact. In 
just three years, McDonald's has devel- 
oped a host of products including the 
McWrap, Pizza McPuff and the Aloo 
Tikki Burger. Such innovation was made 
possible by the leeway the global parent 
gave to the JV partners to experiment. 
McDonald's capitalised on the op- 
portunity by developing products that 
have the potential to be sold by the par- 
ent's outlets around the world. A few of 
these products are already being repli- 
cated by the parent abroad — Pizza 
McPuff is being exported to McDonald's 
in the Middle East and McWrap, too, has 
created sufficient interest. Teams from 
the US headquarters came to India to try 
it out for a possible launch abroad. 
Connaught Plaza Restaurants' man- 
aging director Vikram Bakshi says: 
“Since there was already a bigger experi- 
ment happening in India, there were 
more experiments within that. They al- 
lowed us a fair degree of leeway. It's not 
easy for any organisation to allow too 
much testing with ... systems." Though 
its rare for franchisees to come up with 


A Taste 
For India 





blockbuster products, McDonald's most 
successful product, Fillet-o-Fish, was 
developed by its Canada franchisee. 

so McDonald's Corporation isn't 
averse to trying out the products devel- 
oped in India. Adds Hardcastle's Jatia: 
“For McDonald's Corporation, India is a 
big experiment. Learnings from here will 
be utilised in many parts of the world." 

As for the consumer, he’s delighted. 
While an ardent Ronald (McDonald's 
mascot) fan Swati Misra, 13, thoroughly 
enjoys being with the colourful mascot, 
her mother Sukanya, 37, a regular cus- 
tomer at the MNC joint, says she re- 
spects McDonald's in India for the 
choice of vegetarian fare. "In other parts 
of the world, they don't have such a 
choice for vegetarians," says Sukanya 
while sipping Coke at a McDonald's out- 
let in New Delhi's Connaught Place. 

If the products developed in India 
are able to similarly delight other cus- 
tomers around the world, McDonald's 
India would probably add a few more 
halos by the time the survey is con- 
ducted next year. E 








s ighting g Poverty Together 


Help us bring a smile back to the faces of Gujarat's tiot-ravaged children. 


The children of Gujarat urgently need food, shelter and education. ActionAid's Aman Parivar and Aman Shishu programs ¢ 
rehabilitating 5000 families and over 2000 children, We need an estimated Rs.10 crore for this work. Urgently. Which is 

your help. You could raise funds for us by spreading the word to your friends, neighbours, collegues or classmates; ‘throug 
ActionAid india is a development agency working with over 300 voluntary agencies for the betterment of s stree 
homeless, tribals, dalit women and riot victims. Our vision is to see a world without poverty, where everyone can gat 


All contributions are exempt under section 80G. Send your contributions to ACTIONAID, C-88, South Extension. ! New Delhi-110 048. Ph 
or contact Jerry Almeida at jeroninto@actionaidindia.org 


SPACE COURTESY. BUSINESS WORLD + AN ACTIONAID SUPPORTER 
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Works as a cardiac surgeon. 
Sculpts as a hobby. 
Drives a. WagonR} 


hat makes you 
interesting? 


3 
E. 
E 





There are some people who tower over the others. They follow their hearts, create their own 
rules, and lead much fuller lives. The WagonR is for such people. The result of inspired engineering, 
it defied convention and changed the way people looked at a car. It is simply unmatched in 


performance and comfort. Test-drive one and you'll never settle for anything ordinary again. 
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The WagonR is available in 6 exciting colours and in 4 variants: LX, LXi, VXi and AX. Call Anytime Maruti at 1600 11 1515 (Service available in 


Delhi, Gurgaon, Bangalore, Hyderabad, Chennai and Mumbai). Visit us at w agonr.marutiudyog.com 
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Narayana Murthy 
and Azim Premji 
have shown 
tremendous 
resilience even in 
times of crises 
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RISIS brings out the 
best in companies. 
This became evident 
last year, when soft- 
ware firms came under 
pressure after clients 
froze development 
plans following the global meltdown. 
The top companies of the Indian 
software industry showed tremendous 
resilience. Never before has there been 
such a chasm between them and the 
rest. In Businessworld's most respected 
companies survey, Infosys Technologies 
and Wipro were joint winners with 331.5 
and 330.1 points respectively. Tata Con- 
sultancy Services (TCS) ranked third 
with 267.1 points. The fourth company, 
Satyam Computers, was nearly 70 points 
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behind TCS. 

While 41 out of the 42 respondents 
chose Wipro among the Top 10, Infosys, 
with 39 respondents, was marginally 
ahead in the overall ranking. While 
Infosys was ahead in ability to attract 
talent, transparency, ethics and environ- 
ment consciousness, Wipro came out 
tops on parameters like leadership, 
depth of talent, and quality of products, 
among other things. 

At a time when many in the industry 
were fumbling after projecting unrealis- 
tic growth rates, Infosys committed a 
conservative 30% growth in topline in 
dollar terms and delivered 32% — the in- 
dustry’s highest. Infosys got the highest 
points (334.6) on returns to shareholders 
vis-a-vis Wipros 326 points. Comment- 





ing on Infosys’ second quarter results for 
2002-03, Morgan Stanley's analyst report 
of 11 October 2002 hailed their showing 
as “outstanding” and said: “Infosys re- 
ported Q2 FY03 results ahead of even the 
most optimistic market estimates.” This 
despite the fact that its BPO (business 
process outsourcing) subsidiary, Prog- 
eon, continues to incur losses. 

In our survey, Infosys scored the 
highest points (336.6) on transparency. 
That's a reflection of Infosys’ deeds. For 
instance, despite repeated debates 
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K OL 7 
Shdashy raph 
@ Last year’s No. 2 Wipro has nar- 
rowed Infosys’ lead to emerge as the 
joint winner this year 
@ The gap between the Top 3 and 
the rest has widened significantly in 
this year's survey 
@ Last year’s No. 9, NIIT, has 
. moved to No. 8; Hughes Software 
pe moved from No. 9 to No. 6 





Tata Consultancy Services’ CEO 
S. Ramadorai (L) and Satyam 
Computers’ chairman B. Rama- 
linga Raju: Some way to go 








| 





SANJIT KUNDU 


Software 
Czars 


. don't care if people consider us smart (or 


within, the management has persisted 
with full declaration of the perks of all its 
employees for tax. Vice-president Pravin 
Rao, an Infosys veteran of 15 years, says: 
“The company (has) a strong view of not 
making use of the loopholes in tax laws 
to introduce better benefit guidelines for 
employees. Murthy has maintained that 
it’s the responsibility of the corporates to 
pay taxes. We go overboard in making 
sure we comply with rules and regula- 
tions.” So much so that barring 
Narayana Murthy, no Infosys employee 
is given a company-owned car. 

Says Infosys managing director, 
president and CEO Nandan M. Nilekani: 
“We all own our cars. I don't have any 
hidden benefits in my compensation. It's 
important that success doesnt jeopar- 
dise the basic simplicity." 

In 1995, Infosys was waiting for ap- 
proval from the Reserve Bank of India 
(RBI) for investing in its US subsidiary. It 
decided to invest the idle money in the 
stockmarket until it got permission. But 
it lost money. "We admitted we lost. We 
also said we won't do that again.... We 








not). But they must say that... (we) are 
trustworthy. Respect comes when peo- 
ple can take your word as sacrosanct." 
Wipro, on the other hand, unveiled a 
a new facet — acquisitions. The biggest 


. of which was BPO company Spectra- 


mind. As software firms groped for busi- 


. ness, IT-enabled services (ITES) was the 


. obvious choice. But Wipro had no ITES 


DILEEP PRAKASH 


legacy. The acquisition made up for the 
lost ground, and put it ahead of peers. 
Wipro also made other acquisitions: 
American Management Systems’ global 
energy practice for $26 million strength- 
ened its offerings in the energy and pub- 
lic utility area; Ericsson's software devel- 
opment establishment in Bangalore, 
Hyderabad and New Delhi; and GE Med- 
ical Systems Information Technologies 
for $5.73 million that got it rights to an 
ERP package for hospitals, HIRepS. 

By voting Wipro and Infosys as joint 
winners, the respondents have rewar- 
ded the two organisations for their 
unflinching character and uncanny 
ability to fight against the odds. n 





www.mahindrascorpio.cor 


SO plush, so comfortable, 
so depressing for other cars. 


Truth be told, there is 
no car like the Scorpio. 
Not here. Not anywhere. 

As you sink into its 
custom-made Lear seats you 
experience true luxury. The 
4 speaker Kenwood stereo. 


And the air conditioner that 
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envelops you in comfort, 
even in the rear. 
Slip behind its wheel and 


you experience the power 


inside. The 2600 cc diesel 
engine, the most powerful 
in its category. But if it's 
petrol you fancy there is the 
new 116 bhp Renault engine. 
Then you have the speed- 
sensitive power steering. 


The lock-resistant brakes. 


The wrap-around lamps. 
And a grille that shouts from 
the rooftops that you have 


arrived, and how. 


SUURP 


frm Mahindra 


Nothing else will do 
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\.: 0581-2510018 * Bangalore Ph.: 080-5350629 * Haridwar Ph.: 01334-22523 


* Hyderabad Ph.: 040-5561 1682 * Indore Ph.: 0731-5068839 * Jaipur Ph.: 0141 -272278 


KAJARIA PLUS LIMITED * Bareilly PI 
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PERFECT WALLS 


AND FLOORS 


Nakura Grey Rivaldo Beige 
Italia Beige Italia Blanco 
| Portugal Beige Portugal Grey 





Kajaria Ceramics Limited 


J-1/B-1 (Extn.), Mohan Co-operative Industrial Estate, Mathura R oad, New Delhi-110 044 
visit us at http://www.kajariaceramics.com 


PHONE FAX E-MAIL 





e 
NEWDELHI (011) 26946409-6 Lines 26949544 newdelhi@kajariaceramics.com & 
AHMEDABAD (079)6465515,6465516 6566669 ahm@kajariaceramics.com x 
KOLKATA (033) 24763179/24763181 24748012 kol@kajariaceramics.com z 
CHENNAI (044) 28144324 28144323 chn@kajariaceramics.com 3 
MUMBAI (022) 28203506/07/08 28203509 mum@kajariaceramics.com £ 
COCHIN (0484) 2396433 2396433 coc@kajariaceramics.com E. 





* Kolkata Ph.: 033-22808855 * Nagpur Ph.: 0712-2269157 * Noida Ph.: 0120-2515818 * Raipur Ph.: 0771-5060169 © Varanasi Ph.: 0542-2503943 
For more information, visit us at : www.kajariaplus.com 
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A.M. Naik 
challenged 


internal fiefdoms 
and took tough 
decisions. The 


effort paid off 
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HOSE who have dri- 
ven down the Mum- 
bai-Pune expressway 
or the Delhi-Jaipur 
one realise what a 
kicker a good road 
can be for the coun- 
try's economy. There's a major effort on 
to make Indian roads world-class. Be- 
tween 2000 and 2007, the National High- 
ways Authority of India will have built 
14,180 km of roads under the National 
Highways Development Programme. All 
this for a whopping Rs 54,000 crore. This 
is easily the biggest infrastructure pro- 
ject that India has ever attempted. 

Much is expected from this effort. 
Movement of goods and services should 
become easier, producers will have ac- 
cess to new markets, and an efficient 
flow of goods will reduce the cost of 
transport and bring down prices. The 
project is expected to provide a boost to 
the country’s infrastructure sector, in- 
crease demand for cement and steel, 
and open new employment avenues, 
among other things. Though the project 
has been portioned and handed out to 
different contractors, the Mumbai- 
based Larsen & Toubro (L&T) is doing a 
large chunk of the work — essentially 
laying down some 386 km of roads at a 
cost of Rs 1,654 crore in the Golden 
Quadrilateral (a network covering the 
four metros of Delhi, Mumbai, Chennai 
and Kolkata) alone. And given the kind of 
emotions that the entire road project has 
evoked, with all hues of politicians, bu- 
reaucrats, businessmen and patriots ex- 
tolling its virtues, it’s perhaps fitting that 
L&T emerges as India’s most respected 
company in the infrastructure sector. 

L&T CEO A.M. Naik thumps his fist 
on the table to drive home a point. His 
powerful shoulders lend easy credibility 
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GLOBALISING INDIA THROUGH 


(È COMMUNICATION 


Every time your business excels, we get 
a little closer to realising our vision 





Our vision is to globalise India through e-Communication. We provide your business with 
cutting-edge communication solutions that help you excel and become global y competitive 
We bring you the latest technological advances in Internet communication, virtual private 
networks, CRM solutions and voice & data networking solutions. We are driven by customer 
responsiveness and aspire to be the most trusted partners of our customers. We, as a Tata 


and Avaya company, enable corporate India to become a significant player in the global market 


Data Networking Solutions »> Call Centre Solutions ASTAS 


Unified Messaging Solutions »> Audio & Video-Conferencing T E ECOM 
Solutions »> Convergence Solutions b Telephony Solutions A TATA & AVAYA Company 


To know more about how your organization can profit from our solutions, get in touch with Anju Williams at 
Tel.: 0124-6560500 (extn: 353), Mobile: 9810604222, Fax: 0124-6560620 or email awilliams@tatatelecom.com 


CONTRACT.TTL.76380 
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Larsen & Toubr 0 
Bhel 


Tiseo 


Gujarat Ambuja 


ACC 





@ LAT retained the No. 1 spot 


while Tisco has gone down a slot 
from No. 2 last year to No. 3 


Q Tisco has scored higher than the 
No. 2, Bhel, on social responsiveness 
and top management leadership 


@ Gujarat Ambuja Cements is up 
two steps from No. 6 last year to 
No. 4 this year 
eo) EE ee E 


Bharat Heavy Electricals 


chairman and MD K.G. 
Ramachandran (L) and Tisco MD 


B. Muthuraman: No pushovers 


TRIBHUWAN SHARMA 





to his post — the head of an infrastruc- 
ture company. You can imagine him 
squaring those shoulders while getting 
ready to tackle tough tasks. Certainly, 
those shoulders have been bearing the 
burden of organisational change for the 
past few years. It's easy to figure out why 
people still respect L&T since it has been 
a consistent performer in our surveys 
over all these years, 

Ever since he took over in 1999, Naik 
has been altering the entire ethos of L&T. 
He has challenged internal fiefdoms to 
get the best people for a job, launched 
voluntary retirement schemes, intro- 
duced variable pay, brought in a man- 
agement consultant to take a hard look 
at L&T's business portfolio, and so on. 
And at every stage, he has faced resis- 
tance, but that hasn't deterred him. 2002 
has been, in some ways, more of the 
same — essentially making sure that all 
the initiatives launched by him are still 
on track. "Internally, the priority has 
been to become more international. It's 
taken me a long time to convince people 
about this, since there was a legacy in the 
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organisation. I've tried to convince them 
thatunless they change, events will over- 
take them," he says. 

Naik is very excited about two initia- 
tives. One, ensuring that he is able to 
meet his goal of garnering 2596 of L&T's 
revenues from abroad. (“We are at 17% 
already," he says.) And two, building L&T 
Infotech into a world-beating tech com- 
pany, along the lines of Indian greats 
such as Infosys Technologies, Wipro and 
Tata Consultancy Services. 

While all of this is true, 2002 will be 
remembered by Corporate India as the 
year when L&T got involved in yet an- 
other boardroom battle. Which is, in 
some ways, linked to the more famous 
tussle in the 90s, when the L&T manage- 
ment fought hard to resist Reliances bid 
to take over the company. With Re- 
liance's ardour cooling off, the Ambanis 
sold their stake in L&T to the Aditya 
Vikram Birla group. And now, there's a 
bitter tussle on between the L&T man- 
agement and the A.V. Birla group over 
L&T's cement business — the biggest in 
the country. 
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LEATHER COLLECTION 





EXPANDABLE LEATHER 
PORTFOLIO/COMPUTER CAS 
* Rich Full Grain Leather Exterior 


* Roomy Double Gusset Construction 
For Optimum Carrying Capacity 


° Front Compartment Includes Paddec 
Pocket To Hold Laptop Computer 


* Expandable Front Compartment 
Adds Extra Carrying Space When 
Needed 


* Convenient Rear Compartment 
Features File Divider Organizer And 
Key Clip 


e 
oe 


* Front Zip Down Organizer Holds A 
Variety Of Business Essentials 


* Easy Access Full Length Front And 
Rear Exterior Zipper Pockets For 
Frequently Needed Items 


* Rear Strap Slides Over Upright 
Handle For Hands Free Mobility 


77 * Padded Ergonomic Should 
| E s * Strap Is Removable And 
PA | Adjustable 


PORTFOLIOS - COMPUTER BAGS - LEATHER ACCESSORIES 
$4 GENUINE FULL GRAIN LEATHER 
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HEMANT MISHRA 


Kaun Banega 
Crorepati S 
success has made 
Peter Mukerjea 
the media busi- 


ness’ golden boy 


T was a year that the media 
and entertainment industry 
would like to forget quickly. 
Though the global slowdown 
hurt almost all sectors in 
2002, it left this industry par- 
ticularly badly bruised. In a 
bid to stay competitive, companies 
pruned costs drastically. Advertisers 
reduced marketing spends, thereby 
shrinking the revenues of media busi- 
nesses. Moreover, some of the new busi- 
nesses like insurance and telecommuni- 
cations, which were expected to buoy up 
the sector with high spends, didn't do so 
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Media & Cntelainment 


to the extent assumed. What made mat- 
ters worse was that 2002 was one of the 
film industry's worst years with even the 
biggest banners and hottest stars failing 
badly. The mood inside most media 
and entertainment offices swung 
between unalloyed pessimism and well- 
articulated cynicism. 

Notwithstanding all this, for the 
country's most respected media and 
entertainment company, News Televi- 
sion India (better known as Star India), it 
was overall a good year. It started the 
year on a good note, still riding on the 
Kaun Banega Crorepati? (KBC) wave. 


This game show single-handedly 
revived Star's fortunes and turned CEO 
Peter Mukerjea into the media business 
golden boy. But Mukerjea claims that 
KBC had also upped the ante since, 
in many ways, the industry expected 
only the best from him. And Star did 
not disappoint. 

Ekta Kapoor of Balaji Telefilms saw to 
that. Her soaps, starting with the letter 
‘K’, kept audiences glued to their televi- 
sion sets. Some like Kyunki Saas Bhi 
Kabhi Bahu Thi and Kahani Ghar Ghar 
Ki snagged average television rating 
points of 10.5-11 and 10, respectively. 
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News TV India 


Living Media 


Sony Entertainment d 


/ 
Bennett. Coleman / 


NDTV 


@ News Television (Star TV) re- 
tained the No. 1 spot; NDTV slipped 
_ one slot since last year to No. 5 
| @ Living Media upstaged Bennett, 
| Coleman & Company to move from 
No. 5 last year to No. 2 
@ Zee Telefilms has gone down 
from rank 3 last year to rank 9 in 
this survey 





Living Media CEO Aroon Purie 
(L) and Sony Entertainment 
Television CEO Kunal Dasgupta: 
Overtaking the old hands 
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Stars On 


The Rise 


Kapoor wasn't the only software vendor 
whose shows struck gold for Star. Others 
like A.K. International and Cinevista put 
out Desh Mein Nikla Hoga Chand and 
Sanjeevini, also winners on the small 
screen. Star went on to create history of 
sorts — at one time, 43 of the Top 50 
shows on the three mainstream Hindi 
entertainment channels were on Star. 
“We were pretty fortunate last year — we 
already had a leadership position and so 
we were able to do a lot. But if there were 
no downturns, we could have done even 
better,” says Mukerjea. 

Star had to axe KBC due to the slow- 
down. Mukerjea calls it one ofthe tough- 
est decisions that he took last year. KBC 
was yanked off when its ratings were still 
reasonably high, and some contractual 
agreements on the show still hadn't run 
their course. “But in such a bad market, 
it was no use having such an expensive 
programme." Mukerjea's other hard de- 
cision was parting ways with a senior ex- 
ecutive (“Wouldn't like to name him.") 

Interestingly, what also helped Muk- 
erjea and his team last year was that its 








leadership position, at least among the 
entertainment channels, was virtually 
unchallenged. Zee Television, the first 
badshaah of cable and satellite televi- 
sion, could not hit the right note, not for 
want of trying though. 

The next media and entertainment 
company in the hustings, the Living Me- 
dia group, had a mixed year. (It lost to 


|. Star by around 30 points.) But its foray 


into television, Aaj Tak, proved a winner. 
In 2002, Living Media promoter Aroon 
Purie fulfilled his ambition of launching 
an afternoon daily, Today, in New Delhi. 
Expect plenty of fireworks in 2005 
between the top two in this survey. 
Buoyed up by the success of Aaj Tak, Liv- 


| ing Media is planning to launch an Eng- 
| lish news channel sometime soon. 
. That'll compete head on with Star's news 





channel, currently taking shape under 


| the watchful eyes of Ravina Raj Kohli. 


In order to ensure that there is not 
even a whiff of bias, ABP, the publishers 


of Businessworld, chose not to include 


. itselfin the initial list of companies in the 
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Sarthak Behuria 

attributes his 

success to the fact y o holam Lou 
that everyone in 


the company had 


a shared vision 


ESS than four years 
back, Bharat Petroleum 
Corporation (BPCL) 
was just another name 
in petroleum market- 
ing. The market was 
dominated by Indian 
Oil Corporation (IOC), which had the 
largest network of outlets across India (it 
has 2696 of the country's 18,239 outlets). 
BPCL, Hindustan Petroleum Corpora- 
tion (HPCL) and IBP were also-rans. Bar- 
ring the brands and the logos, there was 
hardly anything to differentiate the four 
companies on outlets, products or ad- 
vertising. As a result, the industry saw 
few marketing innovations for decades. 
BPCL began shaking up the market 
in 1998 with its market savvy — which is 
why it finds itself at the top in the sector. 
The process began between 1996 and 





Unleaded 


TTTETEEE DS TITEL LLL LS WIE 3 


a — 7 ; NE NG 1998, when acompany-wide vision exer- 
hoi: | EG MS oS ! cise coupled with an Arthur D. Little 
SM = as | study exhorted BPCL to transform itself 


into a customer-centric organisation. 
BPCL chairman and managing director 
Sarthak Behuria says: "It became a 
shared vision of 3,000 people from the 
bottom to the top." A lot happened after 
that. BPCL implemented an ERP pack- 
age across 300 locations and reduced the 
number of layers in the organisation 
from 6-7 to 3-4. The company also 
moved from a function-based system to 
an SBU-based system under which the 
SBU head was given complete auton- 
omy to decide how to meet customer 
needs. But a lot of what it was putting 
into place was not visible to outsiders. 
Not for long though. In 1999 came 
the Petro card which made the first ma- 
jor impact. The chip-based plastic card 
was meant for cashless transactions at 
BPCL outlets. It promised fixed reward 
points called 'Petromiles' on every pur- 





DINESH KRISHNAN 


£A £5 AFFTATP FAT THD NITUIECOANAMV RIISINESSWORI.D 27 IANUARY 2003 


MEFIDRÜBE UN: 1917 EE ELLOS ED NES IEEE OEE IRE meni LFS ES 





* Credit at the sole discretion of the financier. Conditions apply. 





ve Ca YEN AST RP QD RS T RU 


With the Qmax"" and the powerful Intel® Pentium" 4 processor 


The Qmax™ PC with the Intel® Pentium® 4 » Qmax"™ Quadrant - 2000C: Intel? Pentium® 4 processor 
processor power will dazzle you with great 2GHz/Intel® 845 CHIPSET MOTHERBOARD/512KB CACHE/ 
photos, music, movies and games. Enjoy all these 128MB DDR RAM/40GB HDD/1.44MB FDD/52X CDROM 
at an amazing 2GHz speed and with the Windows XP DRIVE/MULTIMEDIA KEYBOARD/SCROLL MOUSE/ 


O/S for a glitch-free performance. What's more, there INTERNAL MODEM/ATX  CABINET/MULTIMEDIA 
are far more easier ways to own a Qmax™ PC now.  SPEAKERS/MIC 15" COLOUR MONITOR/WINDOWS XP 
HOME EDITION in CD Media. Take home a Qmax™ PC 


DVD 


Qmax" offers you 100% hassle-free loans.* 
` Have great fun, the Qmax™ way. 


Check out the exciting range of Qmax™ PCs. Contact us at: sales@nebulatech.com 


for Rs. 6599/- and balance in EMIs* 

mec DS Su) ET ee SS uu ee RE SS .XXNGMEE DV. aS S ™ 
Ahmedabad: 7458612/7458613 Bangalore: 2246190/2246191/2278990/2278991 Chandigarh AX 
385362/668783 Chennai: 2323716/2324522/2324543/2329815/2321469 Coimbatore: 480782/ 

494963 Indore: 295414/463567 Jaipur: 207974/208238 Kochi: 318205/324394 Kolkata: 4654272/ 

4654273 Madurai: 98421 70658 Mumbai: 6730567/6730568/6747100/6921340/6921341 Nagpur: A 

23669/24055 New Delhi: 6212461/6222437/6467625/6223624/6223656 Noida: 4452858 

Pondicherry: 248683/249587/356599/357576 Pune: 2932382/2932383 Secunderabad: 6212150 LOG ON TO RELIABILITY 
Thiruvananthapuram: 98474 07118 Vishakapatnam: 98480 48685 





Intel, Pentium and the Intel Inside logo are registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries, 


N 
a 
N 
in 
D 
E 
E 
: 
LE 


OPTIONS 








Businessworl 
Most Respected Company Awards 


C , 


COMPANY 


BPCL 


IOC 
Reliance Industries 
ONGC 


Castrol India 





@ BPCL has scored more than IOC 


in the sector only the second time in 
10 surveys; the first was in 1994 


@ BPCL has a clear lead on all the 
19 parameters over No. 2 Indian Oil 
Corporation 


@ No. 3 Reliance has scored higher 
than IOC on speed of response and 
global competitiveness 


IOC chairman M.S. Ramachan- 
dran (L) and Reliance chairman 
Mukesh Ambani: Outsmarted in 
the market 
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It Pays lo 





Be 


chase of fuel or non-fuel products at 
BPCL outlets. These Petromiles could 
then be redeemed against gifts or special 
benefits. 

To BPCL, in turn, the Petro Card 








holders were to be a faithful clientele. © 
With over 1 million users, the Petro Card | 


is the most successful loyalty pro- | 
gramme in the industry today. BPCL has | 


made this possible by equipping 5096 of 
its 4,711 outlets with machines that ac- 


cept Petro Cards. "The change manage- | 


ment initiative has worked exceedingly 
well," says Behuria who led the pro- 
gramme as director (marketing) before 
becoming chairman in July 2002. While 





the Petro Card network was expanding, | 
BPCL added a new dimension to its mar- | 


ket focus by giving its outlets a contem- 
porary international look. 

But the initiative that set BPCL apart 
from its peers was the Pure for Sure (PFS) 
campaign. Under this, BPCL not only 


guaranteed 100% unadulterated fuel at | 


PFS outlets, but also invited customers 
to measure the quantity delivered 
through jars placed there. Today, more 
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than 1,200 ofits pumps are PFS outlets 
whose compliance with BPCL standards 
is measured and certified by an indepen- 
dent German agency, TUV Suddeutsch- 
land-India, every six months. 

Most of its competitors followed suit 
with similar initiatives soon after BPCLs. 
But the customer-centric initiatives 
have resulted in BPCLs sales growing 
from Rs 18,156.4 crore in 1996-97 to 
Rs 42,559.7 crore in 2001-02. During that 
period fuel volumes also grew 23.23% 
from 20,097 kilolitres to 24,766 kilolitres. 

While the marketing savvy of private 
players like Reliance and Essar is yet to 
be put to test, respondents have clearly 
pitched for BPCL from among the PSU 
petroleum companies. That it has got 
this recognition at a time when competi- 
tion in petroleum retailing is set to inten- 
sify is an indicator of the confidence the 
respondents have in the company. 
Though BPCL led the sector by a wide 
margin of nearly 22 points, there was lit- 
tle to separate the No. 2 IOC and the 
No. 3 Reliance Industries with just 8.5 
points differentiating the two. wl 
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/ Notevery childhood 
In Rajasthan ends up 


in a child marriage. 





The integration 
came with its own 
problems but 
Thyagarajan (L) 
and Sundaram 


sailed through 
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N a world divided between in- 
tellectual capital haves and 
have-nots, India has a fair 
chance of joining the haves. 
And pharmaceuticals, bio- 
technology and healthcare is 
one of the two areas where the 
power of the Indian mind can truly show 
itself — the other being IT. 

The healthcare business is around 
Rs 86,000 crore. Of this, the pharmaceu- 
ticals business is worth Rs 30,000 crore 
($6 billion), while the rest is mainly 
healthcare services. Over the next 10 
years, the pharmaceuticals business is 
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expected to grow to around Rs 125,000 
crore ($25 billion); by then, the health- 
care industry is expected to be worth 
Rs 232,000 crore. If gross domestic prod- 
uct grows at 696 over the next decade, by 
2012, healthcare will contribute to 6.2- 
8.5% of the GDP up from 5.2% today. 

A few big forces will power this tran- 
sition. One, as prosperity levels rise, a 
higher share of household income will 
go towards healthcare spending. Two, 
with newer technology making distribu- 
tion of cutting-edge healthcare facilities 
easier, the market will expand. Three, 
the research efforts of Indian drug com- 


panies will lead to the creation of block- 
buster billion-dollar drugs. And finally, 
with India recognising product patents 
post 2005, many ofthe patented drugs of 
multinationals will be launched here. 

In the pharmaceuticals business 
these days, Dr. Reddy's and Ranbaxy 
seem to be making all the news. GlaxoS- 
mitKline, on the other hand, has been 
content to shun the limelight. 

So what explains GlaxoSmithKline 
Pharmaceuticals (GSK) making it to the 
top in this sector? Well the findings aren't 
as contrarian as they may seem. GSK has 
always demonstrated stellar perfor- 
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A Port is a Port is a Port. 
Right? 


Wrong! 


Economies are tushing global. Imports and exports are the veritable lifeblood of such an economy. Ports handle 
over 95% of thé cargo to, or from, India. Therefore, ports are to our economy what the heart is to our body 
Lately, a quiet revolution is sweeping the Indian ports. 


= From 7.84 days to 3.70 days is the reduction in average turn around time for the ships coming to India. Fo: 
te first time in decades, ports have a higher capacity than the current demand for cargo handling. At hei 
| : ports, India is future ready 


World Class Coptainer Terminals at two major ports - Tuticorin and Chennai - enhance efficien y and 
productivity, Guidelines inviting private investment and joint ventures in major ports are announced. 


Bigger ships are coming soon, thanks to the dredging undertaken on a war footing to deepen the channels 
investing hundreds of crores. Mumbai and Tuticorin will benefit from indigenous expertise in dredging. Othe: 
major ports will also host the bigger vessels soon 


Profitable conversion of Jawaharlal Nehru Port (JNP) from Bulk Terminal to Container Terminal will make a 
money-spinner of a non-productivé asset. INP has emerged as the third fastest growing Container Port in the 


i World 
" à 
1 Ay 


Connecting the three foremost ports iN Visakhapatnam, JNP and Chennai with National Highways will facilitate 
smooth flow of goods to and from the vast hinterland. Electronic Data Interchang: 
( EDI ) is operational at four ports. Two more ports will have it shortly. 


Working smarter means negligible man days lost. A historic ten - year settlement with unions will usher in 
improvement in labour related issues. This, along with other factors, will lead to reduction of costs throug! 
higher efficiencies achieved 


The Prime Minister's vision for a resurgent Indian economy comprises a chain of 
numerous initiatives. Ports are a crucial link in that chain. Still better, they are a 
dependable anchor to the vision itself. 


MINISTRY OF SHIPPING Hon'ble Prime Minister Minister of Shipping Minister of State 


Shri Atal Behari Vajpayee Shri Ved Prakash Goyal Shri Thirunavukkarasa: 
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COMPANY —— 
GlaxoSmithKline 7 
Dr. Reddy's 


Cipla 


Ranbaxy 


Pfizer 


@ GlaxoSmithKline has climbed 
from No. 3 to displace last year’s 
winner Dr. Reddy’s Laboratories 


@ Ranbaxy Laboratories has gone 
down from No. 2 last year to No. 4 
this year 


@ Cipla has gained one rank since 


last year while Novartis has slipped 
from No. 5 to No. 10 











| 
| 
| 
| 
| 


Bullish: Dr. Reddy’s Laboratories 


chairman K. Anji Reddy (L) and 
Cipla chairman and managing 


director Y.K. Hamied 
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mance in the survey, having been in the 
Top 10 seven out of nine times and bag- 
ging the top spot in 1999. But more perti- 
nently, the last 12 months have been 
pretty eventful for GSK. 

The most significant event for GSK 
was the integration of Glaxo and Smith- 
Kline Beecham in India. V. Thyagarajan, 
head of GSK India till 31 December 2002, 


explains why: "They were companies | 
. only beginning. Thyagarajan’s succes- 


that were different in many ways and he- 
nce merging them seamlessly required 
some doing." Glaxo's Indian operations 
were important for the principal, while 
for SmithKline, business here was 
mostly a sideshow in the global context. 
Then, while Glaxo here was more 
topline- than bottomline-focussed, with 
SmithKline it was quite the reverse. Pre- 
merger, Glaxo's operating profits were 
around 9% while SmithKlines were 15%. 
"Though SmithKline was merging into 
Glaxo, Glaxo had to change in more ways 
than SmithKline," says Thyagarajan. 
Some ofthe thorny issues that had to 
be dealt with included handing pink 
slips to a few SmithKline employees. For 








. Pleasantly. 


SANJIT KUNDU 


example, its headquarters in Bangalore 
employed some 200 executives. Post- 
merger, only 35 came to Glaxos Mumbai 
headquarters while the rest were sepa- 
rated. “We did it in a very fair and trans- 
parent manner and the results were visi- 
ble to everyone almost immediately; the 
combined management team was bet- 
ter...," says Pradip Nayak, director, GSK. 
The challenging times for GSK are 


sor, incumbent managing director Kal 


| Sundaram says that GSK is limbering up 


for the post-2005 environment. "Tho- 
ugh you may not see anything drastic 
happen overnight, over a period of time, 
India will become an important mar- 
ket," he says. GSK is on a mission to be- 
come more efficient; it's reworked the 
organisation structure, compensation 
has become more performance-linked 
and some factories have been shut 
down. But as Thyagarajan puts it, people 
had come to associate gradual and not 
radical change with Glaxo. When that 
took place, the industry was surprised. 
g 
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Indian Airlines - Strategy of The Goliath 


One of the key areas of infrastructure development in the country, is the 
emphasis on transportation be it road, rail or air. Leading the pack in this 
scenario is the national carrier, Indian Airlines, with its chequered his- 
tory. In today’s competitive environment, the carrier has introduced vari- 
ous measures including attractive marketing schemes for airline fares. 


ccording to Sunil Arora CMD, 
A Indian Airlines , “Airline fares 

should be market driven and 
not cost driven. The airline now fol- 
lows a flexible pricing policy, which 
has emerged as a major tool in our 
business model. In the domestic sec- 
tor, we were the first to launch - APEX 
(advance purchase) fares aimed at ex- 
panding the base of the air travel mar- 
ket. The short term promotional 
scheme like ‘desh videsh’ and ‘bharat 
darshan’ are aimed at boosting travel 
on the IA network , holiday packages 
are designed to tap the growing lei- 
sure market plus there are a number 
of value based offers. The competi- 
tion has reacted with their offerings 
but only after considerable time." 


Apart from this, IA's broad strategy 
to improve its performance in the do- 
mestic airline industry centers around 
fleet renewal, technology, product 
upgradation and pricing. He contin- 
ues, "A re-fleeting plan has been ap- 
proved by the airline board and has 
been sent to the Government for ap- 
proval; the airline is using internet 
based distribution and plans greater 
use of this technology in future. The 
departure control system at airports 
is being upgraded; a revenue manage- 
ment system is being evaluated and a 
host of unique product initiatives have 
been floated." 


About the new fleet induction, Arora 
adds, "IA has already completed an 
aircraft evaluation exercise involving 
an investment outlay of over Rs.10, 
000 crores.The aircrafts shortlisted are 
a 100 seater (A319), a 150 seater 
(A320) and a 175 seater (A321). IA 
plans to induct a total of 43 aircrafts. 


The interim capacity needs are 
met by leased capacity. IA has 
currently 6 leased A320 aircraft 
in its fleet and is looking at an- 
other 5 A320." 


On the marketing front, the IA's 
frequent flyer programme has 
proved to be very popular. With 
pride, Arora says, "IA pioneered 
the FFP in the domestic Indian 
member and with over 1,50,000 
members offers the largest such 
programme in India. Similarly, 
the metro flight schedules offers great 
convenience to customers. The metro 
flight schedules are built primarily 
around business travel requirements, 
broadly giving a full working day at 
destination. On Delhi - Mumbai, the 
largest metro sector, IA offers 11 
shuttle type, on the hour services."So 
how does IA's average load factor be- 
have vis-à-vis its competitors? Arora 
replies, "the domestic Indian market 
has for the past several years been see- 
ing overcapacity situation i.e. the 
growth in capacity induction exceed- 
ing market growth. This year, the do- 
mestic market is beginning to recover 
after the severe decline post 9/11. IA's 
occupancies generally have been fol- 
lowing industry trends." 


On the initiatives to improve profit 
margins, he explains, "it is a difficult 
area, in the present scenario. The prof- 
its margins are effected by inhouse 
measures and factors outside IAs con- 
trol. In the case of [A the factors out- 
side control are, nearly 48% hike in 
the prices of ATF beginning March 
2000. Similarly the cost of landing & 
navigation charges has gone up, cost 
of insurance post Colombo, post 9/11 





Sunil Arora 
CMD-Indian Airlines 


has increased tremendously. The cost 
of factors beyond IAs control is about 
Rs. 600 crores per annum. This has to 
be absorbed in a turnover of about Rs. 
4000 crores. Apart from this there is 
the socio economic obligations of 
greater connectivity. A general com- 
ment on this is that if any socio eco- 
nomic obligation is assigned to a PSU, 
there must be a way of factoring it in 
the balance sheet. So that the back- 
ground behind the numbers is known 
to everyone. The present strategy is 
to reduce internal costs. We are also 
seeking redressal from the MOF and 
have hopes from the budget especially 
on the rationalisation of ATFs by re- 
duction in the central excise." 


Arora concludes saying, “with the ra- 
tionalization of ATF in a big way, 
some of the benefits are bound to be 
passed on to the consumers. 
Anyways, with stagflation and to tap 
the higher end of the railway segment, 
airlines have introduced APEX fares." 
Given this thrust for market driven 
pricing, the real winner of course will 
be the consumer. * 
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Over the last year 
or so, Gautam 
Singhania 

has been 
repositioning the 
complete man 
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OU may have noticed 
the way Raymond 
has subtly reposi- 
tioned itself. Once a 
prestigious  assign- 
ment for the coun- 
try’s top hunks, the 
Rs 1,000-crore textiles and garment out- 
fit has, in the last one year or so, started 
fielding distinctly Anglo-Saxon models. 
Group president Nabankur Gupta calls 
it the repositioning of the ‘complete 
man’, Raymond's famous tag line. “We 
are repositioning the brand to give it dy- 
namism, youthfulness and a global feel,” 
he says. 

However, that’s not the only reason 
why Raymond is on top of the pile in a 
category comprising heavyweights such 
as Grasim Industries, Arvind Mills and 
Century Textiles. There are others. Begin 
with the fact that over the last year anda 
half, Raymond has taken some pretty 
hard decisions, like exiting the steel and 
cement businesses. “Selling off Rs 1,200 
crore of assets is not easy. Shrinking in 
size is not easy, especially for an old busi- 
ness family. But when you start taking 
tough calls, the industry sits up and no- 
tices you. It may even respect you,” says 
Raymond chairman Gautam Singhania, 
only to add: “It took us 37 months to sell 
off the steel business; we finally sold it 
for a pittance. But it is better sold than in 
the system.” 

Then, Raymond launched Be:, a line 
of readymade apparel for women. And 
finally, a few months back came the Col- 
orPlus acquisition for Rs 58 crore. The 
big picture: Raymond seems pretty seri- 
ous about dominating the textiles and 
ready-to-wear industry. 

Somewhere through all this, Ray- 
mond is altering its image among peers. 
That process began with the induction 
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Announcing the introduction of Short Term Plan in Magnum InstaCash 


Fund. The ideal scheme to park your surplus funds and reap the rewards 


in a short time. Great, isn't it? 


Highlights of Short-Term Plan - 

* Open-ended income plan, investing in 
Government Securities, Money Market 
Instruments, Securitised Debts and 
Corporate Bonds & Debentures. 

* Daily NAV including holiday NAVs. 

* Sale/repurchase on all business days. 

The cut-off time for the sale/repürchase 


requests 10:30 a.m. /11:00 a.m. ~ 


ere 


* Repurchase cheques willbe issued within 
24 hours.* 

* No entry/exit load. 

* Minimum subscription: Rs. 10,000/- only. 


No Maximum Limit. 


Eurof SCRIT 
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K) Raymond has jumped from No. 6. 
last year to dislodge Bombay Dyeing — 
from the No. 1 slot | 
@ Arvind Mills has slipped from 

| 

| 

| 

| 


No. 2 to No. 3 as Grasim has moved 
up a step from No. 3 last year 


@ Levi's India has slipped from the 


fourth slot last vear and is down to 
No. 8 this year 








Kumaramangalam Birla’s (L) 
Grasim Industries moved up to 


the No. 2 slot, replacing Sanjay 
Lalbhai’s Arvind Mills 





HEMANT MISHRA 








of Gupta as group president. Gupta, who 
was earlier with white goods manufac- 
turer Videocon, is known in industry cir- 
cles as a pretty savvy marketer. 

Gupta's induction also coincided 
with the elevation of Singhania to the 
post of chairman, an office earlier occu- 
pied by his father. “Today, we are trying 
to occupy the intellectual high ground in 
our industry,” says Gupta. “For example, 
more of us are attending seminars, dis- 
cussions, putting forth our opinion with 
greater emphasis, etc. The company has 
become more forward looking.” 

The poll validates all this. In this sec- 
tor, Raymond has outperformed all the 
other companies polled. As the numbers 
show, the difference between Raymond 


and No. 2 Grasim on all the parametersis . 
_ ing the pace even further. For example, 
. Gupta says that while historically the 


far higher than the difference between 
any other two ranks. 

As markets go, textiles and ready- 
mades is a pretty ruthless one. It was one 
of the few industries that competed 
fiercely even in the pre-liberalisation 
era. And in the last few years, things have 
just become worse. The readymades 








SANJIT KUNDU 


abric 
Of Change 


part of the industry is totally frag- 
mented. This is due to a proliferation of 
players, especially in the last half-a- 
decade or so. Consolidation — like the 
Raymond-ColorPlus deal — is perhaps 
the only way out. 

However, even that is not yet ram- 
pant. So organisations have to stay con- 
tent with small marketshare. For exam- 
ple, according to consultancy company 
KSA-Technopak, in formal wear, Park 
Avenue (a Raymond label) did business 
of around Rs 200 crore in calendar year 
2001, followed by Zodiac (Rs 150 crore) 
and Louis Philippe (Rs 120 crore). In ca- 
suals, it's Allen Solly (Rs 85 crore), fol- 
lowed by Raymond's Parx (Rs 75 crore) 
and ColorPlus (Rs 54 crore). 

Raymond is now looking at hasten- 


company opened around 10-12 new 
shops every year, from 2003 onwards it 
plans to open 20-30 shops annually. 
Again the company is now looking at 
taking the Be: label global. 

How's that for complete ambition? E 
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ONE BANK 
UNDERSTANDS 


Agriculture, Automobiles, 
Chemicals, Engineering, 


Electronics, Environment, 














Gems and Jewellery, 
Hospitality, Housing, Infocom, 
Infrastructure, Media, Metals, 
Medicare, Petrochemicals, 
Power, Pharmaceuticals, Paper, ` 


Textiles, Finance 





ORIENTAL BANK OF COMMERCE 


Where every individual is committed 
Visit us at www.obcindia.com 


After his con- 
quest of India’s 
metros, smaller 
towns are the 
next target for 
Kumar S. 


R.A. CHANDROO 
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N November 2002, LifeStyle 
International — a member of 
the Dubai-based Landmark 
group — threw open its 
54,000 sq ft department store 
in Gurgaon. It was late to the 
party. Rivals like Shoppers' 
Stop, Ebony and Westside were already 
well entrenched in the Gurgaon market. 
But the reaction it sparked off showed 
that the latecomer was actually the belle 
of the ball. The store became a crowd 
magnet from the day it opened. Today, 
itis the hottest destination in the Gur- 
gaon market. 

The Gurgaon episode is pretty much 
an action replay of what happened ear- 
lier in Chennai (1999), in Hyderabad 
(2000) and in Bangalore (2001). 
LifeStyle's progress in the Indian retail 
market can be easily told by numbers: 
the chain's sales have increased from 
Rs 52 crore in 2000-01 to Rs 130 crore in 
2002-03. With one more launch coming 
up in Mumbai, LifeStyle hopes to end 
2004 with sales of Rs 200 crore. The chain 
has been maintaining a consistent net 
profit margin of about 5%. 

Here are some comparisons to put 
that into perspective. LifeStyle reached 
revenues of Rs 130 crore in three years 
flat. The largest department store chain 
in the country, Shoppers' Stop, took 
seven years to reach that sales figure. 
The Tata-owned Westside, despite hav- 
ing five stores as compared to LifeStyles 
three, is still only at Rs 82 crore. 

So what makes Indias most res- 
pected retailer tick? Kumar S., LifeStyles 
new managing director (he took over 
from H. Ramanathan two months ago), 
is rather reticent. "Wed much rather not 
talk about our success," he says. Persist 
for some more time and he will grudg- 
ingly open up. "Our biggest achieve- 
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| Indian Airlines introduces Wings of Freedom: 
Unlimited air travel for 7 days. For just Rs. 15,000. 


Planning a whirlwind business tour? A vacation in five, six, seven cities? Fly 
north, south, east and west. Choose from more than 50 destinations across India. 
Amis pa Pick up your 'Wings of Freedom', a special ticket that entitles you to unlimited 
ALLIANCE AIR air travel for a week for just Rs 15,000*. Only from Indian Airlines, who else? 


* Conditions apply 


Important terms: € On "Wings of Freedom" tickets, the passengers can fly unlimited on Indian Airlines / Alliance Air domestic network for seven days at a stretch. 
€ Scheme is valid on domestic sectors only except Leh, Port Blair and sectors operated by Dornier A/C against INR fares. € Backtracking is not allowed. No sector can be 
touched more than once except for the purpose of transfer or connection. @ The offer is valid for Economy as well as Executive class (wherever available). Rate for economy 
class is Rs.15000/- and executive class is Rs.20000/- only. € Inland Air Travel Tax extra for fixed amount of Rs. 2250/- for Economy class and Rs. 3000/- for Executive 
class. Passenger service fee and insurance charge will be levied on per sector basis. @ Wings of Freedom scheme cannot be clubbed with corporate deals / FFP mileage 
points / Bharat Darshan and any other promotion / scheme. @ The air ticket bought under "Wings of Freedom" scheme is non-transferable. @ Al! the passengers 
are requested to carry the original ticket, boarding card and a photo identity card for the purpose of verification. 
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Spud ven 
Q The winner, s LifeStvl 


International, is only three years 
old and has just four stores in India 





| 
Q No. 2, Shoppers’ Stop, scored | 
high in depth of talent, ability to — — 
attract talent and transparency | 


@ FoodWorld scored higher than 
Shoppers’ Stop on ability to cope 
with recession | 


Se | 


= 
: 


India’s largest department store 
chain Shoppers’ Stop’s B.S. 
Nagesh (L) and the man from the 
South, FoodWorld’s Raghu Pillai 


SANJIT KUNDU 


S 
Pe 


ment is the supply chain process we 
have managed to establish in India. It al- 
lows us to offer a wide variety of value 
merchandise,” he says. 

His competitors most definitely 
agree. They say that the supply chain is 
LifeStyle’s biggest weapon in the retail 
chain war. Indeed, the retail chain 
started out with some clear advantages 
on that front. First, it is part of the $600- 
million Landmark group, which has over 
300 stores in Europe and the Middle 
East. Because of this, the company can 
leverage its global supply chain for the 
Indian operations. Indian vendors not 
only supply to LifeStyle in India, but also 
to the groups global operations. Conse- 
quently, the volume that LifeStyle can 
promise its vendors is far bigger than 
what any of its rivals can. 

This translates into a number of ad- 
vantages. The simplest one: better prices 
from vendors, which can be passed on to 
the consumers. 

That apart, LifeStyle’s global supply 
chain gives it another great advantage. It 
offers a lot of choice in products like 














upply 


ect 


home and furniture, children’s garments 
and footwear. And this depth of mer- 
chandise gives it a tremendous edge 
over its rivals. 

The success of its first three stores 
has given LifeStyle the confidence to 
plan a more aggressive rollout. If any- 
thing, the only criticism that can be 
made against the chain is that it has 


. been slow to open new stores — averag- 


ing just one a year. So, after investing 
Rs 68 crore over the last four years, 
LifeStyle will now pump in Rs 60 crore in 
setting up five more stores around the 
country over the next two years. "Our 
plans for the next 2-3 years will be to fo- 
cus on major metros and expand to 10 
stores," says Kumar. 

More importantly, LifeStyle is work- 
ing on a new format for secondary met- 
ros. While the broad format is likely to be 
the same in the smaller towns, there will 


. be some changes in the size, product 


R.A. CHANDROO 





categories and economies of scale, keep- 
ing in mind the consumer profile. That 
could well be the second round of 
LifeStyle’s India success story. "n 
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Af you are an [27/241 in any of these 


Education 











Park Development — Township Road Transport 


T H E Seas 


tourism hi-tech education iS looking for you 


Jaipur is undergoing a metamorphosis. Dynamic skyline is changing very fast. Entertainment hubs, Shopping malls, 
Multiplexes, High rising buildings backed by Flyovers, Express highways, Educational Institutions, Business & IT 
Centres, Lush green parks, provide conducive avenues for global opportunities. 


Jaipur Development Authority (JDA) is planning for the overall development of Jaipur as THE (Tourism, Hi-Tech & 
Education) City. It invites expression of interest and innovative suggestions from individuals or companies who have 
atleast one success story to there credit in the concerned field, to study, identify, develop, execute, train, maintain 
etc. for the following : 




























Development of residential/ commercial township 9828023013 | 27.01.2003 


schemes in private/joint sector. 


Director Engineering 


























Parking systems y Director Engineering | 9828023013 | 28.01.2003 
Traffic management m i We se Director Engineering 9828023013 28.01.2003 © 
Director Engineering | 9828023013 | 28.01.2003 


Director Engineering | 9828023013 | 28.01.2003 


. | Quality maintenance and improvement in construction works. Director Engineering | 9828023013 | 29.01.2003 


Road and other facilities maintenance contract. Director Engineering | 9828023013 | 29.01.2003 
Pollution reduction devices/plan. - 9828023013 | 29.01.2003 
"ublic conveni toilet, bus s 9828023013 | 30.01.2003 




























.| Public conveniences : toilet, bus shelter, taxi stand, - Director Engineering 
footbridge, underground bridge etc. 


. | Gardens, parks, roundabouts improvements. Director Engineering 9828023013 
. | Art, craft and cultural centre : auditorium, exhibition centre, Director Town Planning| 9829058343 
conference hall, light & sound show, art gallery etc. 


.| Community facilities development: dairy, transportnagar, - Director Town Planning| 9829058343 
specialized markets, parks, community centre, marriage hall, 
exhibition centre, old age home etc. 


DevelopmentofIT / Hi-tech city : Hyderabad/Bangalore pattern. | Director Town Planning| 9829058343 | 04.02.2003 
15. | Reclamation of land and waste land development. — 9829058343 | 04.02.2003 

16. | Relocation of institutions from heart of city to peripheral areas. 9829058343 | 04.02.2003 

5064733 


17.| Computer/Web systems : recovery of lease amount, housing 
schemes, maps digitization, property auction system, rating 
of properties, file management/movement system, IT enabled 
services to citizens - (birth/death registration, house tax). 


IDA T 73s cane 
19.| Manual Record / file management device 
Kacchi Basti development : EWS/LIG category. Addl. Comm. East 9829054719 


Demystification of laws of JDA including Building Bylaws. Secretary 2563145 06.02.2003 
2573638 







ineeri 30.01.2003 
03.02.2003 




















03.02.2003 
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|: $27 Infrastructure project financing. Director Finance 9829068085 | 07.02.2003 


Any other item related with township development/regulation. 2563145 07.02.2003 
2573638 


Audio/Visual presentation/meeting would be held as above between 10.30 am to 1.30 pm in the conference hall of 
JDA under the chairmanship of Dr. Dinesh Kumar Goyal, IAS, Jaipur Development Commissioner and JDA Core 
Committee members viz Secretary, Dir-Fin, Dir-Town Planning, Dir-Engg. etc. Kindly seek prior appointment for a slot 
of 15-30 minutes. Please submit procedures/bylaws/models, prevalent at the place you implemented the project. 


Hemant Gera, IAS 


Jg: JAIPUR DEVELOPMENT AUTHORITY =e 


L zr Indira Circle, J.L.N. Marg, Jaipur-302 004, Tel. : 0141-2563234, Fax : 0141-2563614 


e-mail : info@jdajaipur.com web site : www.jdajaipur.com 
THE JAIPUR, MY JAIPUR THE JAIPUR, MY JAIPUR THE JAIPUR, MY JAIPUR 
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Asim Ghosh has 


managed to stay 
focussed in one 
of the most 
turbulent years 
in telecom 


MAGAZINE OF THE NEW ECONOMY 





HE year 2002 was 
clearly the year of 
wireless telephony in 
India. Among other 
things, the country 
became the world’s 
cheapest cellular 
telephony market as far as the consumer 
was concerned. That’s why it is not 
particularly surprising that two out of 
the first three in the race for the most 
respected company in the Telecom 
sector are wireless majors — Hutchison 
and Bharti. 

In the polling, Hutchison emerged as 
the clear No. 1. Though Bharti gave it a 
run for its money on several parame- 
ters — top management leadership, 
speed of response to change, environ- 
mental consciousness and social re- 
sponsiveness — Hutchison powered 
ahead on the basis of its scores on the 
other parameters. 

The competition between the two 
rivals was fairly stiff because both had 
notched up significant achievements in 
2002. Bharti had gone on an overdrive 
and established India’s largest GSM net- 
work. It had rolled out operations in 
eight new circles. And now it has a pres- 
ence in 16 out of India’s 22 cellular tele- 
phony circles. Hutchison, on the other 
hand, managed to finally unify its India 
operations under the ‘Hutch’ brand- 
name in 2002. At the beginning of the 
year, it was still operating under a differ- 
ent brandname in each circle because it 
had acquired them from the original 
licensees. Thus it sold as Orange in 
Mumbai and Command in Kolkata. It 
was Celforce in Gujarat and Essar in 
Delhi. The operations in newer circles, 
Andhra Pradesh, Karnataka and Chen- 
nai, were the only ones that had been 
started under the Hutch brand. 
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Offices available on lease / outright basis. Area 1000 to 2,50,000 sq. ft. 
SSE SEE RE OP gen clot. nisle ot tig de Mit osa breite ty tos 


Ba motive JE Ltd., Nestle Müia Ltd 
Prudential, Spectramind eServices Pvt. Ltd., Mentorix 
Sony Films India Pvt. Ltd., General Mills India Pvt. Ltd. 
Jet Airways, Epicenter Technologies, Sedco-Fore) 


samsung Engineering, Schulte Ship MELE [ST UCAL 
elf Lubricants, Hercules, Parker Hannifer 
George Fischer, Perkin Elmer, Blue Star Infotech... 





The winner takes it all 
HiranandaniBusiness Park 


Powai, Mumbai. 


Hiranandani Business Park, an address shared by 74 corporates, the cream of fortune 500 companies 
& the best of corporate India from diverse industry segments, with 10,000 employees working on 
its premises spread well over 1,000,000 Sq. ft... proves what we have always believed in. 


That excellence attracts excellence and that is what makes a winner, who finally takes the best of all 


Easy Accessibility: 
e Proximity to International, Domestic Airport & Highways 
e Easily accessible by Rail & Road * Major growth centers in 


Jl the vicinity like SEEPZ & MIDC * 8 five-star hotels 


Toc 
COON T 

TE) Er YS) im Vero Infrastructure: 

i Tool K ONOJN G e Dual-feed power supply from TATA & BSES 

* Fiber optic cable backbone 

e Digital exchange in the vicinity 

e Large floor plates - upto 30,000 sq. ft., per floor. 






World of conveniences available in the Business Park: 
e 6 banks & ATMs è RODAS - an Ecotel hotel 

e 24-hr. coffee shop * Multi - Speciality hospital 

(Under Construction) 

e Residential leasing options available. 


Olympia, Central Avenue, Hiranandani Business Park, Powai, Mumbai - 400 076. 





E-mail: pathare.ashutosh @ hiranandani.net * website: www.hiranandani.com 


Tel. : 2576 6734 / 45 « Fax : 2570 6444 Hiranandani 
Ashutosh : 9821054714 » Anil : 9820235991 creatina hatter cnmmnitiae 
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Wireless 


Since it set foot in India in 1994 asa | cles under one name. 

joint venture with Max India, Hutchison Hutchison managed to retain its fo- 
has had the distinction of starting India’s | cus in what was probably the most tum- 
first GSM cellular service in Mumbaiin | ultuous year in the telecom market. 2002 
1995. Globally, its Hong Kong-based | saw an unprecedented growth in the 
parent, Hutchison Whampoa, hasbeen | market. The mobile subscriber base 
an early adopter of GSM, having begun | nearly doubled from 5.4 million at the 
services as far back as 1985. Today, | beginning of 2002 to a shade over 10 mil- 
Hutchison Whampoa operates in 36 | lion by December-end. Wireline sub- 
countries. In India, besides Bharti, | scribers increased from 35.52 million to 
Hutch is the only operator with foot- | over40 million in the same period. 








prints in the four metros — Delhi, Mum- - And 2003 promises to be almost as 
bai, Chennai and Kolkata. . eventful. The year began with the tidings 
COMPANY RANK Ask Hutchison’s managing director | ofa fresh rate war. Reliance Infocomm 


Asim Ghosh what he did rightin the year | launched its code division multiple ac- 
2002 and he will tell you thatit was noth- | cess (CDMA)-based mobile service un- 
ing spectacular. “It’s more of what we | der the IndiaMobile brand in the fag end 
didn't do wrong last year,” he says. Ac- | of 2002, promising mobile connectivity 


Hutchison 





sharti cording to him, the most significant de- | at Rs 1.20 for every three minutes, in- 

Ni : cision that Hutchison took last year was | cluding no STD charges if calls are made 
VSNL 7 to remain focussed on wireless tele- | withinthe Reliance network. 

phony. "Telecom is such a huge sector, As prices hit rockbottom, cellular 

BPL M obil e 7 and it’s so easy to be seduced by its dif- | operators have accumulated Rs 8,000 


crore in losses. But then, in a market 
economy, only the fittest survive. After 
all the customer picks the excellent over 
the good. Bi 


ferent parts; but thankfully we weren't,” 
says Ghosh. Hutchison CEO Sandip Das 
adds that the significant event for the 
company was the unification of all cir- 








|. @ Hutchison has moved from No. 3 


last year to displace Bharti from the 
No. | spot 


| @ No. 3 VSNL has scored higher 
| than Bharti on depth of talent 
| and ethics 


@ BPL Mobile has moved from the 
No. 8 rank in 2001 to No. 4 in this 
year's survey | 
A Ea AE eae” 
The runners-up: Sunil Mittal (L), 


chairman, Bharti, and 











S.K. Gupta, managing director, 
Videsh Sanchar Nigam 


DINESH KRISHNAN 
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One new IT company, with 100% foreign equity, 
moves into Bangalore - every week! 
| | | + 
In a survey of 144 international cities this year, consultants William Mercer 


rated Bangalore 'the world's most economical city to live in’. 


Bangalore has the highest number of Engineering Colleges to a city in the world 
and over 120,000 highly qualified IT Professionals! EM 
Bangalore is the most preferred destination for investment in. 
Customer Interaction & Financial Sector Back Office Processing. 


| + ee E E 
GE's largest R&D Center outside the US - the Jack Welch Technology Center 
at Bangalore - has hired over 2,000 Ph.Ds / Scientists in just 2 years! — 
Bangalore is home to over 1,000 cutting-edge Software firms and 
over 50% of the world's SEI CMM Level 5 firms. 


+ 


The UN has ranked Bangalore 

the 4th best 'Global Hub of Technological innovation’. 

ct | 
A Bangalore based CRM firm has achieved the _ | 
highest rating in COPC (USA) baseline assessment within a year. 

oro 
Bangalore is the only Indian city to have crossed - 
the $2 Billion mark in Software Exports. 

Bangalore has the highest cluster of BPO companies : 

GE Capital, HSBC, Dell, AOL, MsourcE, Ernst & Young, | 
ICICI oneSource, Sykes, 24/7 Customer.com, Thomson 


+ 


| For the 6th consecutive year, Bangalore plays host to ^ 
Asia's biggest IT event - the BANGALORE IT.COM Conference & Tradeshow. 


+e 





Naresh Goyal's 
Jet Airways has 
redefined 
domestic air 
travel with its 
focus on quality 


HEMANT MISHRA 





raved X Heypilalily 


LL bad things have to 
come to an end even- 
tually. The Indian 
travel and hospitality 
industry surely must 
be heaving a sigh of 
relief after a turbulent 
2001, perhaps the worst ever year in the 
trade. The fear psychosis after 11 Sep- 
tember nearly crippled the sector, with 
even the best of the pack lurching and 
reeling. This lasted till the latter half of 
2002, when things started looking up. 

Just about. Analysts say the current 
oversupply and weak socio-economic 
conditions mean that in the short term, 
the outlook is still bleak for the industry. 
India attracts around 2.5 million tourists 
every year which is just 0.4% of the world 
tourist arrivals. On the other hand, 
countries like Thailand and Malaysia at- 
tract three times as many tourists. 

In the long run, however, experts feel 
the prospects are bright. The Indian 
tourism industry is estimated to be 
growing at the rate of 9.7% per annum. 
And in Kerala, according to the World 
Travel and Tourism Council, it is ex- 
pected to grow at 11.6% per annum, one 
of the highest growth rates in the world. 

Of course, the year of the palindrome 
will be best remembered for its fierce 
price wars, with both hotels and airlines 
cutting rack rates aggressively in a bid to 
buoy up volumes. While hotels happily 
doled out discounts, it’s the warfare over 
airfares that grabbed the headlines. 

Sahara Airlines set the ball rolling by 
announcing an apex fare scheme 
whereby passengers could book tickets 
at a lower price if they bought tickets 
early enough. The other two.players in 
the domestic market, Jet Airways and In- 
dian Airlines, followed suit. Given that 
an airline seat is a perishable commod- 
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|. Jet has won for the second year 
| in a row; last year's No. 2 Indian 
. Hotels has slipped to No. 4 








|. No. 3 EIH scored higher than No. 


customer satisfaction 


|. @ Air India has improved its 
_ rank from No. 10 last year to No. 7 
| this year 


| 2 ITC Hotels on ethics and | 








The No. 2 and No. 3: ITC Hotels’ 
managing directot Habib 
Rehman (L) and EIH chairman 
Prithvi Raj Singh Oberoi 





ity, airlines around the world follow 
strategies such as this. In many ways, the 
apex fare move showed the maturing of 
the domestic industry. 

So, it's, perhaps, fitting that an airline 
made it to the top in the travel and hos- 
pitality sector. But then chairman 
Naresh Goyal’s Jet Airways has, in many 
ways, redefined domestic air travel. “We 
try to focus on consistency," says Saroj 
Datta, executive vice-president. It starts 
with rigid selection criteria. For example, 
cabin crew are recruited through a four- 
stage selection process. About 95% of the 
candidates are rejected in the first stage. 
Selected recruits go through 6-8 weeks of 
classroom training, plus 2-3-day re- 
fresher courses twice a year. 

"The people who directly interact 
with customers have to be of a very high 
standard," says Datta. "Our cabin crew 
for in-flight services recently won an ISO 
9002 certification — the certification 
study has since been extended to our en- 
gineering services. Next, it'll move to 
reservations, flight operations, etc." 

The last 12 months or so have been 


pretty good for Jet. Consider that it 
added quite a few new aircraft to its fleet. 
Then, though 9/11 dragged Jet's load fac- 
tor from 70% to 50%, by December 2002, 
it was once again up to around 60%. 

In fact, people tracking Jet call it one 
of the most consistent performers in the 
aviation sector — its compounded an- 
nual growth rate in revenue for the pe- 
riod 1994-2001 stood at 43.5%. The 
country's largest private sector airline 
has projected profits of approximately 
Rs 117 crore ($23.4 million) for 2002-03 
— brushing aside memories of 2001, 
when it suffered a small loss. 

It's also no surprise why ITC Hotels 
has emerged as the second most res- 
pected company in this sector. It saw 
some reorganisation, with parent ITC 
taking more direct interest in the sector. 
Two ITC hotels were launched in recent 
times, The ITC Grand Maratha in Mum- 


| bai and ITC Sonar Bangla in Kolkata. (Of 
. course, after ITC recently merged its 


subsidiary ITC Bhadrachalam with it- 
self, there is speculation of a similar 
move regarding ITC Hotels.) i] 
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SPECIAL SECTION 





articipating in a conference of bank economists, 
recently, Dr Bimal Jalan, Governor, Reserve Bank of 
India complimented the Indian banks by saying that 
the banking institutions in India are able to match 
parameters on most counts with their peers in developed 


economies. But the main challenge of banks lies in | 


increasing the output and cutting cost. 


In these crucial dimensions of banking, the private 


sector Karur Vysya Bank Limited (KVB), continues to 
register significant progress. Business per employee of the 
bank grew to Rs.2.19 crores as on 31st March 2002, up from 
Rs.1.92 crore the previous year. The bank's capital 
adequacy ratio reached 16.90 per cent, far above the 
regulatory minimum of 9 per cent. The earnings per share 
stands high at Rs.180.85 and the book value 
of the shares has increased to Rs.716.85 from 
Rs.547.97. 

KVB's net profit for the year ended 
March, 2002, crossed the magic figure of 
Rs.100 crore mark to reach a higher level of 
Rs.108.51 crores as against Rs.72.05 crores, a 
growth of 50.60 per cent. "The growth in 
profit was despite higher provisions required 
for taxation and other usual and necessary 
provisions aggregating Rs.53.25 crores up 
from Rs.38.50 crores in the previous year," 
says P.T.Kuppuswamy, Chairman, KVB. 

The bank has posted appreciable financial 
results for the half-year ending with 30th September 2002. 
The total income of the bank for the first half-year of the 
year has increased to Rs.295.07 crores as compared to 
Rs.264.51 crores for the corresponding previous period 
registering a growth of 11.55 per cent. The net profit for the 
first half-year has increased to Rs.47.15 crores as compared 
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PT. Kuppuswamy 


Chairman, Karur Vysya Bank 








Karur Vysya Bank - Results Speak Volumes 


to Rs.35.71 crores during the corresponding half-year of the 
last fiscal, a growth of 32.04 per cent and this is after 
considering the required provisions for non performing 
assets, depreciation on investments, pension, gratuity and 
taxes. 

"We want to increase the business volume. Hence, we 


are-aiming at a deposit position of Rs.5000 crores and an 
_ advances level of Rs.3000 crores by the end of the current 
l financial year," says Kuppuswamy. As on September 2002, 
the total deposits of the bank stood at Rs.4576.93 crores. 


"With potential economic growth in view and with the 
bank's aggressive marketing efforts already in place, we are 
hopeful of reaching these targets," he says and adds, "we 
are already having in place attractive deposit schemes to 
suit the special requirements of the 
customers. We have also introduced various 
tailor-made loan products to take care of the 
needs of the clients." 

He says that KVB's loan products like 
Flexi mobile, Varthaga Mithra, Professional 
loan, Personal loan are well received in the 
market. The bank had introduced a value 
added insurance linked savings deposit 
styled "KVB Rainbow Savings Deposit" with 
the benefit of higher return of a fixed deposit. 

"While increasing the business volumes, 
we are also striving to better our risk 
management systems — because with higher 
volumes come higher associated risks. Importantly 
managing high volumes demand efficient operational 
systems," Kuppuswamy says. According to him, KVB 
plans to increase its income stream by enhancing fee based 
business, cutting costs by shedding high cost deposits and 
building up business volumes. E: 
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A bank owned by 7 banks. 


H.O: Habeeb Towers, 196. Anna Salai. Chennai 600 002. Tel: 2852 2983, 2852 0748 
Fax: (91)-(044)-2859 4615. Telex: 041-7493 BOB-IN E-mail : bobI@vsni.com 
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Just the kind of support you come to 
expect while banking with KVB. 


Whenever you open a new chapter in life, you can 





be assured we'll be there. Extending our support, 
warmth and service. Bringing you a slew of 
products and services that meet your growing 
needs. Creating banking tools that you can profit 
from. For over 85 years, your aspirations is what's 
driven our efficiently run branches to offer warm 
and personalized service. Because we've always 


believed in puttinga smile on your face. In putting 


you first. 
KVB j Karur Vysya Bank 
The Karur Vysya Bank Ltd., 
Regd. Office, Erode Road, Karur - 639 002. S 
High return |Term |Personal | Home | Jewel rs i d ni ul - 
saving options | deposits | loans loans | loans 























Company 


CONSUMER DURABLES' 308 


CA fa 





Mow D 


q 


EZ 


no 


Mata in enl Pic A 


CÓ 


~ OF GO ju 













go 
e 


neas 





G3 
; i : i ; : 
PANE O EEE I E ar E aaa 5 Ls 







EH i y 
H H 
H i i 
pi H H 
H H i i 
i : i i i 
{ i i i 
H i H 
PE OONDE PT E T 
i f ; i 
: 1 i i 
t H t 
i i i i 
i i i i 
i H H $, 


i i i $ i 
i ; $ i H 
i H i i 
MEN QAAE rion E 
: i H 1 H 
‘ H i i H H 
i 1 ! i i 


i 


í 1 : 
l i : i i 
i i $ d 1 I 
B ue coe arr conr a E 










— `: ay 


i 


; ; i l i $ ; 
i f i i i i i 
DONON OE aa ba mtl erts tite rennen 
, H : i i E : i H 
: $ iF i i H : i 
i H 
ae ES 


- 207. 6 






: i : i 3 i 1 
Co PRU. PP loa: ce ace: TS 
; ! i F 1 i 


— TERCERA 


4 


i è T 
meritum em aie tap eoa rar actori mtd i or hg 

: 1 : l i : : 
M cua Saas MEE — ie array drama earners 


4 : f 

i i i 
Era a 

i H 1 

; i i 


3 


reat omen petierat ati 
H H i * H 
i i i $ H i 
í i i i H i 
t y 
i 1 He 3 
1 i i i ] $ 
: i 3 $ ; 3 
i t i $ i T 
1 $ i i 1 i 
i H i : 
an Saat i tae us one ae van E E E 


3888525588 








| 14579. 
| 1460 
| 127. 


1 
NG 40. 
9.0 


2041 
1840 
1848 
(1793. 
1788 
144.0 


260. 1 
248. 4 





2034 
182.6 | 
145.9 


“1138 


3143 
| 8354 
268.1 
(4974 
(1704 
(159.7 
| 1599 
| 150.7 
| 107.0 
94.8 


837€ 
305. 
— 265: 
256. 3 
223 3 
221 9 
194. 9| 






0 | 
CINE 
L 
a 
ini 
os 





t ÀÀ 
i i ! 





a 


i 


2 


H 
j 


L 
em 
I 
r 
i 


9i. 


megar 


| 
LL. 
pee 
LL 
T 
i 
| 
M. 













: 






| 161 d 








2150 |. 


———— 


205. 8 


38 + A 


l 197.7 


2078 | 


14920 |. 


1870 | 


1760 H 


472.3 
1440 | 


261.1 | 


PP E tate o pem rnnt a aA 


208.9 


(2004 |. 
168.0 | 


d 


| 1459. 
125.3 | 


1094. 






3338 | 
330.1 
2569 
1870 
166.5 
1679 
149.5 
1474. 
1010. 
959 | 





1 
T 
T 
E 
= 
q 





1.5 
65. 
93 | 
26. 
3036 | 

2710 | 
Ea 

218.1 


191.8 


241.9 +. 

















mom 


2036 


neues namin vin aru tdt armen nens ennt 


175.0 | 
1825 


(1380 | 


2370 | 
2347. 
182.5 
(1860 - 
“170.5 | 


IM 149.8 


133.7 


EL | 


an 3066 6 
3108. 


2338 
1803 
166.8 
1657. 
1500 
(M74 


| 100.3 _ 
87.5- 


205. 8 
206. 5 | 
1837 











8 1651] 
i: 1499 . 


MR D KNEE PERIERE 





| 1911 | 
|. 187. A 


| 
$i | 
i 
tert 1 


161.3 


2 pes | 


LESA 


| | 258. 3. 
(2574 
2072. 
| 2058. 

1872 


1866 


| 43403. 





E |. 





14107 


(i179 


at eythane 


“169.0 | 

a 75. B. ——— 
a |73. 1 ones ert 
144.9 |. 







| 1058. 
(1027 
980 - 






303.8 


m — a terest 


———M— €! 


pieni sii rera evi nra nm em rei tmr ss —— 


[204] 
191.2 


Mitte la rmt 


1216 | 


B 
i i H i 
H i io d 

PEE REN E EE 
H i i i i 
1 i i H ] 
H 1 i 


$ 


i 
bin 


í i Y 
í i $ 
à eedem rmn 
i H 
i t j 
i į i 
i i i 
$ i 





2520 - ur 
221 ra |. 


1929 





ERE : 


"n 
| 193.8 
















MN any MEME seems qnc cr cone 
r Fi f E N 
7 $ Ry EF 
Á é 5 / s if: 
oy F Fi f f i 
2 
E E 


MS 
W / § 




























192.4 | 1810 | 


1914. 


0 | 2066 















213.6 


0 | 206 210.1 | 2125 | 1960 
8 | 1820 


y {1755 
ae 


D E reds i ae 

1 t: i *. <a 

3 $ iw H ORRE: 

p. PN PT p qup 
arauan visna grPatnts Ald 














| 
| 
| 
| 
| 


* i 3 D. 


.790 | 86.0 790 | 790 | 





H 


chancel ma sina et mes cuit ie mp y trier tem atrae Ba ANA. serio rns rennes ro PSP a re ttd 


9247 | 9285 
2G | 4381 | 2291 | 22660 . 2227 d 
| 2226 | 2192 | | 


Tuo va era tto 


l is 2156 | 2128 


—————Y —————— 









— 


2100 | 
* * 


S AEAEE PO EAER: FEA 

















Y river prana ta ef inn Larraar a ar sn Eruanna a Sharan wanda narra satan ananta Pe MEE ne mercies ees ination tinea KE ENDE E E A A: S 
Misses le E noai a ana a van a TRE 


1750 | 1785 


E hr maamaa rnanan Na trt oen nde nione antera id — 





SAGO ee BAR e rt arare Hale aT Ag Te bitrate toners A te nvr moet nl RN c pos io AN Aot S cuni m Meow barrens tema atto Iu ta por Ria SS NOn a E $E SCUSA BE NN 






avare Hm ahy tamem ta t tH eig n ITI eee See eh Tesi eren meine BME CAE BOHN ese p tnt ev eene tetuer ie MAE am Nerio tiet emn id tree khan rese Ce ae 





Aim memento trt ri fa ponit aaro pat y rA aria ay S Sentence non Ae scele a tente emere e AR AMR boron B tetto antep reri eer Eg stre repetat A RA temen Nan Nn torret on s mure risit oes google Enema xe be rege My it neat o tnra rt it ertet irae | ZA Att à - 
kd s + t * LI 1 * 

tco Te T0 efe i era linum eto de P andae rige tre md ace Ree Re ma: onda PARC Rime nj Nm D RA B E Oe Sere tat Ate A ci i np wr n Cnm Ier Anas NI v e mq p idee ee Hy ertet Ves rk PAR ABS Lo nre tet pee Temm Go tnra S are n ET EE qr e edlen aon 

1 ; 5. f 

Asina kunam a antin 4 agaga a po ai eens deer i 


Henne mittet ien e Vi oii arno merce teer ovt M aet imr rta Pe Ay Ati oda tr ot eres IA AI PAD RA 







— 1723 1788 | 1812 


jenene e p e PP mmn nore pires Arv rr n pa Ate e a Ad 1 ome 











E. ye he EE ae PERU RIAN RENT 





Mtr M Le A PI ARNE ESLER SILA SBR E MM MEM ED Pn MEM acne nave terana A 


serm ne 


mE T mmn en Yana wire neta an ei i emere eram ue Lem em eei ai jh amie A e Reese remonte de PRISE a RA a n rra aee eanna e weena amna ea iÈ mtetea a 


ho 
Bo 
7l 


naina annaa aaan aaaea evene ribns e nete tems t ae id RA idem m i AAT 


220.8 
193.8 


GRE a a a MO coc M M oT Md 









147.4 


idc aaen amn aah a Naa srana as anaien. 











oe t 


3285 | 1276 | 1181 | 1228 | 1144 | 1146 | - 


1138 | 1134 | 1117 | 1128 | 








veut ria edet Aa ara nidi 















.992 | 981 | 1000 | - 
87.5 








351.1 346.9 


demit 












{258.7 | 2509 | 2567 | 2505 | 2 


numm 


MAGAZINE OF THE NEW ECONDPNNIV &U DTTtCTNUESCICIATZVIYA Dom EA REYE A ER IN Sm 


————— ———— 


= he ; E gs HM 



































SES 8$ /. §8/ E3/ S8/EE/ E / FE 
fares Company /9 95/9 & JE Se S. E SC ar PPS FLOAT uu 
MEDIA & ENTERTAINMENT 39* 

1 News Television India — .— 37 | 2860 | 3086 | 3019 | 3397 | 2538 | 2546 | 2861 | - 

2 _LlivingMeda — —  čćč  čăćč 35 | 2573 | 2958 | 2874 | 2800 | 2219 | 28014 | 2845 | —— 
3 Sony Entertainment TV 35 | 231.7 | 3007 | 2765 | 2499 | 2153 | 2191 | 2051 | — 
4 Bennett ColemanandCo. — 31 | 2189 | 2830 | 2551 | 2319 | 1804 | 2037 | 1994 | « 
5 NDTV 29 | 1998 | 211.1 | 2158 | 2013 | 1757 | 1868 | 1740 | 

6 -The Hindustan Times — č < 28 | 189.3 | 190.4 | 185.9 | 183.7 | 187.9 | 1856 | 1803 | - 
7 Indian Express En 32 | 1824 | 2454 | 2560 | 2400 | 181.1 | 1898 | 1846 | 

8 TV 18 28 | 171.1 | 247.0 196.0 | 182.0 | 168.0 | 169.1 | 1520 

9 Zep Tene” EA Aor 28 | 1669 | 2122 | 2195 | 1949 | 1534 | 1448 | 1467 | 
10 Sahara India Media Communication 29 | 1537 | 1540 | 160.1 | 1581 | 1546 | 1554 | 143.8 

PETROLEUM & PETROLEUM PRODUCTS? 40* 

1 Bharat Petroleum Corp. 36 | 2786 | 278.3 | 270.7 | 2639 | 271.1 2743 | 2678 | 

2 Indian Oil Corp. 33 | 2554 | 256.1 | 2587 | 252.1 | 2591 | 2577 | 2577 | 

3 | . Reliance Industries 30 | 2469 | 2514 | 2412 | 2355 | 2100 | 2181 | 2250 | 

4 | Oil & Natural Gas Corp. 29 | 2381 | 2282 | 2198 | 214 | 2091 | 2114 | 210.3 

5 Castrol India 28 | 2142 | 2094 | 2005 | 2072 | 197.1 | 197.1 | 1960 | 

6 Hindustan Petroleum Corp. 30 | 2136 | 2163 | 2076 | 2076 | 2124 | 1980 T2908 B vb, o 
7 | . Gas Authority of India 24 | 1714 | 1728 | 1726 | 1680 | 1692 1714 | 1704 | — 
8 . IBP Co. | 19 | 1419 | 1438 | 141.9 | 138.1 | 1406 | 1368 | mo 
9 Oil India 15 | 1050 | 1061 | 996 | 996 | 1007 | 107.1 | 

10 Indian Petrochemicals Corp. 14 | 960 | 98.0 95.1 | 93.9 | 980, 990 








Now ICICI Bank Credit Cards can SAVE YOU 
for every Rs10,000 outstanding on any other 





* Save upto Rs. 996 on every Rs. 10,000 
transferred from other cards onto 
ICICI Bank Solid Gold Card and as much 
as Rs. 850 for every Rs. 10,000 transferred 
to ICICI Bank True Blue and Sterling 
Silver Card. 


To apply for Balance Transfer call now: Bangalore 532 5454 * Chennai 2435 4350 * Delhi 2430 8000 * K 





















































4] 111.5 = 1050 | 1050 | 106.1 | 97.5 | 101.9 | 
| 1009 103.0 | 93.0 | 1000 | 9514 102.1 | 
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133.0 130.5 
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96.5 102.9 
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to Rs 996 


lit card through Balance Transfer. 









* The Balance Transfer Scheme from ICICI 
Bank Credit Card is at a low interest of 
just 1.5% pm for Gold and 1.75% pm for 
Blue and Silver cards for the first 6 months. 
* To transfer your outstanding from other 
cards to ICICI Bank Credit Cards just call the 
numbers given below. 
Savings from ICICI Bank Credit Cards 
that are too good to give up! 


"m 


Conditions apply. Balance Transfer at the sole discretion of ICICI Bank 


9999 * Mumbai 2830 7777 * For all cities: 1-901-333-444 (land line dialing only) 














ICICI Bank - HPCL Card 
Save on fuel purchases 





Sterling Silver 
A fully loaded card 
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ICICI Bank - BPL Mobile Card 
Get free talktime 


5 Licies Bank 





True Blue 
The value for money card 





ý ICICI Bank 
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Like all human 


endeavours, the 


business world is 
rooted in complex 
relationships. Top- 
performing firms, 
says Kelloge School 
dean Dipak C. Jain. 
must understand 
the importance of 
these relationships 
and nurture them 
through ethical 
conduct 


Relationships Of Respect 


RUST is the bedrock of any se- 
rious relationship. Betray trust 
and you may lose a friend. 
Maintain trust and you earn 
another's respect and confi- 
dence, and friendship can 
flourish. Seems obvious? But it 
must be noted that we don't always remember 
this, especially in the corporate context, where 
we often pretend that different rules apply. Yet, as 
the scandals involving Enron, WorldCom, et al 
have proven, lack of trust and confidence can 
shake an entire economic system. So, as business 
leaders look to enhance the quality and reputa- 
tion of our organisations, it's important to pay at- 
tention to the lessons we may take for granted. 

When we consider the respected top-per- 
formers and try to learn the secrets of their suc- 
cess, it's tempting to get lost in the technical de- 
tails, the numbers, the strategies, the marketing 
campaigns. Of course, these things matter. But 
we cannot overlook another crucial aspect of 
premier firms — their attitude towards people. 
The best firms always put people — both their 
customers and employees — first. These firms 
understand that business is governed by rela- 
tionships. They recognise that the human bond 
plays an instrumental role in determining an or- 
ganisation's fate. As such, smart business leaders 
will treat their people with respect, dealing with 
them honestly and honouring the dignity of their 
humanity. Such an attitude requires that in busi- 
ness, as in life, we proceed ethically and with 
compassion. These qualities are not at odds with 
profit; indeed, they are the keys to financial suc- 
cess, inside and outside a company. 

Focussing on the more easily quantifiable 
metrics involving a firm's financial performance 
may appear to unlock the secret to a company's 
success, but usually these numbers indicate 
more than simple profit. Scratch beneath the sur- 
face and you'll find a powerful engine driving 
performance: a progressive corporate culture. 

Research indicates that companies with in- 
clusive, nurturing cultures produce more moti- 
vated employees whose talents shine best when 
they are given real opportunities to play mean- 
ingful roles in the firm. Leaders worthy of their 
name should create an environment that uplifts 
people and allows them to flourish by giving 
them the tools and opportunities to grow — pro- 
fessionally and personally. These employees will 
then drive the excellence of the organisation, 
which in turn, leads to increased customer satis- 
faction and ultimately greater profit for the firm. 
Everybody wins. 

To my mind, this scenario should serve as the 





M — án M ——— 


cornerstone of any organisations basic strategy. 
But, asis often the case with things we know we 
‘should’ do, implementing this and creating an 
inclusive culture is a daunting task. Too often cor- 
porate hierarchies and their bureaucracies stifle, 
rather than stimulate, excellence and innovation. 

At Kellogg, we have emphasised participation 
and exemplary ethical conduct, and made these 
major elements of our culture and our curricu- 
lum, including a programme on innovation 
called BASE that studies the ethical and social 
components of modern business. In turn, we ve 
been rewarded with a dynamic community that 
encourages continuous innovation and excel- 
lence. Our primary mission involves creating 
leaders capable of driving success in any number 
of industries. Since leaders learn by doing, it was 
imperative that we structure a culture that lets 
them master the principles of good leadership 
both inside and outside the classroom. It’s not 
easy to build this culture but our efforts over 
many years to invite our students and staff to join 
the faculty and administration have led to some 
remarkable achievements. This success would 
have been impossible without first establishing a 
culture based upon mutual respect and trust be- 
tween our administration and the rest of the 
school. Too often, organisations forget or down- 
play the importance of establishing this trust and 
valuing the perspectives and insights of its chief 
asset — its people. 

At Kellogg, we understand that everything — 
excellence and innovation included — derive 
from a governance structure that embraces hon- 
esty and respect, and one that really listens to the 
concerns of customers and employees. That is 
why we value the ideas of all our constituents, 
even though we cannot, of course, act on every 
idea presented. Because we have built a culture of 
inclusion, everyone in our organisation feels inti- 
mately connected with the larger enterprise. 
Everyone is made to feel valued and respected. 
What are the organisational benefits of this cul- 
ture? Students, faculty, staff, administration, 
alumni and our friends in the corporate world all 
feel engaged in a common goal: to make Kellogg 
an unparalleled institution of leadership and 
management education. This culture also en- 
courages personal growth and excellence within 
each person in our organisation. The corporate 
and individual agendas need not be at odds with 
one another. In the end, Kellogg wins because all 
members of its community win. 

Relationships. People. Culture. These are the 
key elements driving business excellence, and 
any firm aiming to be a market leader should re- 
member and nurture these fundamentals. 
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Good corporate 


governance ensures 
good financial 
performance, says 
Stern School of 
Business professor 
Mart G. 
Subrahmanyam. 
He feels that a 
company’s board 
has a big role to 
play in ensuring 
high governance 
standards 


Good Governance Pays 


Tis almost axiomatic that a publicly- 
owned company should be run to 
maximise shareholder value, while 
protecting the interests of its key stake- 
holders, such as employees, share- 
holders and society in general. It is 
equally obvious that a corporation that 
fails to do so effectively will not survive in the 
long run. It is a triumph ofthe liberation of both 
our economy and the perspective of our deci- 
sion-makers that these statements have become 
self-evident in Corporate India during the past 
decade. In this context, a new issue has been 
thrown up for debate, not only in India, but in 
every country that has a reasonably large corpo- 
rate sector. That is the importance of corporate 
governance in improving the transparency of the 
policies and practices of public companies. 

While the need for good corporate gover- 
nance is almost a ‘motherhood’ statement, one 
needs to reflect on its link with shareholder value. 
Simply stated, the question is whether good cor- 
porate governance is linked to higher share- 
holder value. Is there a correlation between cor- 
porate governance and corporate performance? 
Does good corporate governance necessarily 
mean good performance and vice versa? 

In order to understand these linkages, con- 
sider a chart with governance as one axis and 
performance as the other axis, and plot firms on 
the basis of how well they fare on both counts. 
Very few firms would figure at the top right cor- 
ner of the chart, not only in India, but overseas as 
well. In the Indian context, HDFC and Infosys are 
two of the companies in this category. (In the in- 
terest of full disclosure, I should state that I have a 
relationship with Infosys.) By the same token, 
there are several multinational affiliates in India 
that have delivered excellent shareholder returns 
over time, that have been, until recently, deficient 
in some of the basic tenets of corporate gover- 
nance, such as representation of Indian share- 
holders' nominees on the board, composition of 
audit companies, the transparency of related 
party transactions, etc. 

Atan even more extreme level, there are 
many family-run firms in India that have barely 
observed some ofthe basic tenets of corporate 
governance, yet have done well from the in- 
vestors perspective. Of course, it's interesting to 
note that both these categories of firms have 
been under increasing pressure to clean up their 
governance practices, partly for regulatory rea- 
sons and partly because they feel that this im- 
proves the public perception of their corporate 
performance. But they will realise sooner or later 
that following the letter, and not the spirit of good 


| 
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governance, is not going to fool the market. 

Of course, we have fewer examples of firms 
with good corporate governance practices, but 
poor financial performance, perhaps, due to ex- 
ternal factors. We can all think of lots of examples 
of poor corporate governance coupled with poor 
performance. Whatever the past evidence, it is 
clear that even firms that have done well for 
stakeholders in the past, face increasing pressure, 
both due to regulatory and market forces, to clean 
up their act in the area of governance practices. 

What are the mechanisms by which corporate 
governance is correlated with corporate perfor- 
mance? First is what I would call the “signalling 
impact”. Better-managed firms that deliver good 
performance have a smaller cost of conveying 
this to stakeholders than those that are less well 
managed. It is very costly for less well-run firms to 
imitate these practices. The lesson here is that if 
the firm is not well run, it cannot claim to have 
good corporate governance by simply copying 
the practices of, say, HDFC or Infosys, at a super- 
ficial level. The market will punish such firms if 
they try. Second, good corporate governance in- 
volves processes that also lead to good corporate 
performance, ceteris paribus. For instance, the 
processes for generating the financial informa- 
tion that needs to be presented to the board and 
the investors are generated from the same infor- 
mation system that leads to better internal con- 
trol and better performance. Clearly, both these 
hypotheses have merit and only careful empirical 
research can reveal which has a greater weight. 

While we cannot say that good corporate gov- 
ernance is a prerequisite for good performance, 
there appears to be a clear association between 
the two. It, therefore, behoves public companies 
to aim for good corporate governance, which ap- 
pears to have these attendant benefits for share- 
holder value, for reasons stated above. 

So how do firms ensure that they live up to 
both governance and performance standards? 
This is where the role of the board becomes sig- 
nificant. It has four very important roles to play: 
@ Ensuring governance and statutory 
compliance; 

li Aiding strategy formulation; 

E Contributing to functional areas, depending 
upon the individual expertise of directors; and 

@ Opening doors for management to new oppor- 
tunities, both locally and internationally. 

A board that delivers on all four counts, will, in 
all probability, ensure good governance and good 
performance, killing two birds with one stone. 
The market will increasingly use indicators of cor- 
porate governance to separate the sheep from the 
goats and treat them accordingly. e 
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FILLING CABINETS 


KOMPRESS (INDIA) PVT. LTD. 

39/202, MARYLAND CORNER, SION (E), 

MUMBAI - 400 022. 
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Head Office & Display Center : 
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SKYHEALTH" 


Manufacturer of Electronic Motorised Treadmills, Magnetic 
Exercycles, Climbers, Complete range of Strength Trainings 
Equipment, Free weights, Steam, Sauna and Jacuzzi 








e m M/s. V. S. Engineering 
| 126, 'Sagar', Prabhat Industrial Complex, Near Dahisar Toll Naka, Western 
Express Highway, Dahisar (E), Mumbai 400 068. 
| Tel : 022-28962892,28960596, 28972567 Fax : 022-28962892 
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Vision with clear, sharp focus at every distance. 


Tes say life begins at 40. Unfortunately, so do most optical problems. Most people need glasses for close-up 
activities. Thick, ungainly and with lines running across the middle of the lenses, they do little to flatter the 
wearer. KODAK Progressive Lens gives you vision at every viewing distance: near, intermediate and far. And 
there are never any lines, either in your vision or on glasses. It gives you smooth uninterrupted vision with clear, 
sharp focus at every distance . Its advanced computer-aided design, utilizes aerospace technology to maximize 
image clarity. This progressive lens offers a broad viewing area when you are looking at things at close. The 


Presents Top Quality re dob s —— ) 
transition between the distance and near viewing areas is gentle so that your vision in smooth, uninterrupted and 


Leather Products in 


Range Of more natural. The distance Zone of the KODAK progressive is also available in sun-sensitive (photo chromic) 
' material for convenient indoor and outdoor use. These lenses get dark when exposed to sun light and provide 
| ADIES BAGS excellent all weather performance and also provide clearer vision indoors. All KODAK 








progressives are also available in high index, which can be 23 % thinner and up to 20 % lighter 
than ordinary progressives. The new KODAK CONCISE progressive lens can expand your 


horizon by providing KODAK lens quality, more stylish small frames , while providing 


clear vision for distance, intermediate and reading. Innovating further, ithas introduced a 
single vision lens, suitable for reading or distance vision, named as KODAK CleAR-a 
100 percent UV protected, Anti-Reflection lens-a big benefit in driving, especially at 
night; reduce glare from computer screens and the resulting eye fatigue. This lens 


minimizes mirror-like reflections and makes the lens nearly invisible. As this High Index, 
Aspheric lens this is 27 percent thinner, 30 percent lighter in weight & 38 percent flatter 
for lens bulge, than ordinary lens. Good vision and good looks have been designed into every 
KODAK lens. KODAK has been known for generations for quality, reliability and 
innovativeness. You can count on products that bear the KODAK name. 


Space saving storage systems 
(2 space, anywhere in India, is at a premium. However innovative 
space saving compact storage systems have been created by Kompress 
(I) Pvt. Ltd., a Mumbai based company. ‘Kompress’ are the pioneers in 
creating an awarness about space saving storage 
system in India & have introduced this concept 
based on German design to suit the Indian 
environment. Kompress offers a dynamic solution 
for creative utilisation of space with the installation - 
of this system, one can 
either save 50% Bo n 
storage or can increase storage capacity | —3 by 100% within the same availabl 
space. This system is a boom in; = | corporate office where space Is one o 
the biggest problems. The basic concept — of the system is to utilise non 
productive aisle space between the . = storage units making the units move o 
a pair of rails. The material used in © -Kompress system being steel, makes 
more rigid & coupled with the rust 2 2 preventive treatment provides longe 
life to it. Kompress mobile storage e systems can be tailor made to precis 
needs. Kompress has gained its L- reputation amongst a large number c 
public sector companies, Govt. m organisations, several foreign & India 
banks, apart from various other large & small Pvt. firms across the countr 
Kompress (I) Pvt. Ltd., 39/202, MARYLAND C ORNER. SION (E), MUMBAI - 400 022.TEL: 2409 056. 
2407 8230 FAX : (91-22) 2409 6832.E-mail : kompress@vsnl.com 


Top Quality Leather Products po am packers & mover, one ofthe leading firms on tl 
Teja Industries, a partnership company with700 movement horizon of commercial and househo 


workers was established in the year 1980, has a effects are a firm, which can boast of accumulated years : 
main production factory & own tannery in service and experience. They guarantee their valuc 
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Hide Craft Outlets : | Chennai. Beside various products like Wallets for customers the most reliable service which has won the tru 
MUMBAI € 135, Jolly TROLI FYS Gent’s & Ladies, brief cases & travel accessories and respect of an over increasing number of Multination: 
Maker Chambers II, this Company especially cater's the requirement. Corporate & Private companies, Diplomatic Missior 


Nariman Point CHENNAI 
€ Shop No. 2, Tower 
Arcade, Hotel Park 
Sheraton, Welcomgroup, 
123 T.T.K. Road * Gems 
Court, 14, Khadernawaz 


of corporate offices for government Agencies and Defence Personal.Their Sco| 
their folders agendas, of operations includes Packing, Moving, Shipping 
computer trolley, cases & Commercial & Household effects, Local shifting 
te No sd. brief cases. This company Residence & Offices, Transportation (Air, Sea, Rail 
Nungambakkam. DELHI Ji IK de Ki ‘a e Road), Warehousing, Insurance Brokerage,Machine 
Jak wn | | | conitipuuon IR’ parking & R Is , Wooden crating & Palletizing, C 
South Extension Part 1. acking emovais , Woode Ing euzing, 
er iatt ey oh HIDE CRAFT pr orte Transportation by specialized car carrier. PAN A 
ontact : 
306, Vasan Udyog products to NLDA (USA) with brand name di ju Om buc plates Koe 


Bhavan, Senapati Bapat Dil d | lier tod &D id 
' ` S avi z 
Marg, Lower parel ilana and are also supplier to Myer country to another. With Pan 
am Packers & Movers full care 





Mumbai - 400 013. Tel: t : 4 " Y 
022 5660 7977 (4 lines). Jones-Australia, Zan Switzerland, Busby-S.A, 
Red/ Green- Denmark. With the tremendous 
E-mail:tejaindustriesQvsnl.com. success abroad, Teja industries are now stepping ial "n hold 
Websites http://www.tejaindustries.com into Indian market with Brandname Hide Craft COmmercia! anc houseno 
aduer eee ean and retail outlet at Csango, KBN Stores, Vevas, effects with precision and care. 
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Moving....No Problem ! 






PACKERS & MOVERS 


€ Professional in Packing - Household Goods 
e Industrial Machines & Glasswares 
e Trade fairs and exhibitions 
e Transportation e Storage elnsurance e Local Shifting 
e Office Relocation e Car Transportation 


Email : panampackers@sify.com 
311, Vardhman Chambers, Kalyan Street, Mumbai - 400 009 
Tel : (022) 23778181 / 23781779 Fax : (022) 23781780 
Branches 


BANGALORE, CHENNAI, DELHI, KOCHI, PUNE, VIZAG, 
KOLKATA, & HYDERABAD 






















Garon Somaiya Vidyavihar's... nuevo [3 
K. J. SOMAIYA INSTITUTE OFS | M $ 
MANAGEMENT STUDIES & RESEARCH 


Vidyanagar, Vidyavihar(E), Mumbai - 77. Ph. : 2514 0006, 2510 6552. 
Fax : 022-2515 6583. E-mail : admission@simsr.somaiya.edu 





ak AN ISO 9001 Accredited Institute S 
RANKED 25th as per Recruiter's and 20th as per student perception by ET--IMRB 
(Eco Times 22nd Dec. 2002) invites applications for i '. 


Mumbai University affiliated 3 years Part -Time 2003-2006 Batch 
(Master's in Marketing Management (MMM) 
A @ Master's in Financial management (MFM) 
@Master’s in Human Resources Development Management (MHRDM) 
a Eligibility : Graduation (10+2+3)from any Indian University, recognized by AIU, with 
NE Minimum of two years of industry experience at executive / Supervisory level after graduation. 
2 years 4 semesters Full-Time 2003-2005 Batch 
B] Post Graduate Programme in International Business (PGPIB) & E 
Master In Computer Software Applications (MCSA) 
- Eligibility : Graduation (10+2+3) with minimum 50% aggregate marks from any Indian 
= University. Those appearing in the examination during March / April 2003 can also apply. E | 
-J Selection: Through Somaiya Entrance Test to be conducted on 9th Feb 2003 T 
at 2.30 PM. at the institute campus. (for MMM / MFM / MHRDM ) and also 
at Delhi, Kolkata and Bangalore for PGPIB / MCSA Only). 
J Candidates short listed on the basis of above test will be called for GD / PI at 
Mumbai (for MMM / MFM / MHRDM ) and also at Delhi, Kolkata, and Bangalore 
(for PGPIS/MCSA Only). 
91 How to apply : Admission Brochure and Application Form available on payment of 
Rs. 950/- by Demand Draft drawn in favour of °K. J. Somaiya Institute of Management 
A] Studies and Research” payable at Mumbai from the institute counter or through post/courier. B» | 
The Application Form can also be downloaded from our website http://simsr.somaiya.edu S 
and sent by post / courier with demand draft of Rs. 950/- in favour of the institute. 
For details visit our website http://simsr.somaiya.edu or contact Mr. D.M.Karia, Registar. 


Last Date for issue and receipt of Application Forms: 31st Jan 2003. - 


Prof Suresh C.Ghai, 
Director. 
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Own power n pride a 
its best combination. 
FiatPalio from FortPoint Il 


Join the Exclusive 
FortPoint - Fiat 
Service Club 


* Low EMI 

» Suitable Tenure 
» Easy documentation 
: Quick processing 


AUTHORISED DEALER 


<> FonTPoINT 


AUTOMOTIVE PVT. LTD. 
"FIAT DIVISION- 


FonTPoINT Always at your service — 
Showroom: Ashoka Shopping Center, Near Crawford Market, Mumbai - 1 
Tel.: 2267 2020 / 2223 / 2224. Telefax: 2267 2225. Mobile: 9821527776 


"Conditions Apply: credit at the sole discretion of ICICI Bank Ltd 


ICICI Bank 


Car Loans 


Vi Comm /ML/FP/02 


Queen Elizabeth 2 Cruise 
Hong Kong - Vietnam - Singapore 

8 - 14 March 2003 

Package Includes 


* Cruise fare. 

* Return Air ticket from India. 

e Visa fees & Taxes. 

e Six meals daily. 

e 24 hours Room Service. 

e Superb Entertainment. 

* Western Aristocratic Atmosphere. 





Package Cost 


Inside Cabin : Rs. 89,500 onwards 
Outside cabin : Rs. 1,16,000 onwards 
Deluxe Cabin : Rs.2,20,600 onwards 


Per Person Twin Sharing 
Optional : Extra days in Hong Kong, Singapore & Malaysia at nominal cost. 
Book with your Travel Agents or with exclusive organisors 

Griffon Tours & Travel Worldwide 


Mumbai - 1 Cusrow Baug, Colaba, Phone (022)22045014/19/29 Fax: 22830461 
Pune - 313 M.G. Road, Camp, Phone : (020) 6056004/6052080 
Email - griffon@vsni.com 


Phone / Fax for 12 Pages Colour Brochure. 


Ankit Adv. P. Ltd. 
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Most R espected C ^ompar lwards 


A Mark Of 
Respect 


OW do you design a trophy? And that too 
one that has to convey a concept as nebu- 
lous as respect? Well, it took us several meet- 
ings, many sessions of brainstorming, hun- 
dreds of cups of coffee, frayed tempers, and 
some painful rejections before the trophy for Business- 
world’s Most Respected Companies finally took concrete 
shape. Adding to the challenge was the fact that we 
wanted the trophy to capture the history, passion and 
rigour behind BW's Most Respected Companies survey. 

But ultimately, we feel the design of the three bronze 
figurines standing back-to-back and gazing outwards 
holding aloft a glass flame together conveys all that we 
wanted to say. 

Everything — from the shape to the colour to the ma- 
terial — has been carefully thought 
out to epitomise the corporate val- 
ues. If the pyramid structure of the 
trophy represents a sense of achieve- 
ment, then the materials used — 
bronze, steel and glass — have their 
own special relevance. 

The glass flame signifies trans- 
parency, vision and ethical values. At 
the same time, it also demonstrates 
how fragile respect really is. After all, 
it takes a long while to earn respect 
but it can be destroyed in a matter 
of minutes. 

The bronze figures holding aloft 
the glass flame together embody the 
teamwork that is essential for build- 
ing any company. Together, they are 
upholding the values of a company. 
The strong steel base denotes a firm 
foundation —a prerequisite for any 
company that hopes to withstand rr. 
the test of time. DU Nie 

The onerous task of designing MUTA ENS 
this trophy fell on Delhi-based prod- MAGAZINE OF 
uct designer Mukul Goyal, an alum- H 
nus of National Institute of Design, 
Ahmedabad, and Domus Academy, 
Milan. Goyal, who exports products 
to the US has ventured into trophy 
design for the first time. He believes 
that everyday objects that are an in- 
trinsic part of our life can be beauti- 
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ec hop did n. 
Delhi: Sangeeta Biswas, Tel: 011-23702170-79 
Mumbai: Blossom, Tel: 022-24962601 
Calcutta: Ashis Das Gupta, Tel: 033-22600145 
Bangalore: H.K. Prasanna, Tel: 080-25588928 
Chennai: R. Sudhakar, Tel: 044-28131278-79 
Heyderabad: Saurav Sen Gupta, Tel: 040-23317147 
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Mukul Goyal with the trophy 
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fully designed. “Communicate sim- 
ply and in a way that people can 
connect emotionally with a product 
the moment they see it ," he says. We 
believe the trophy does that. 


e-mail: businessworldsubscriptions@abpmail.com 
The Subscription Deptt., Businessworld, 
Express Building, 9-10, Bahadur Shah Zafar 
Marg, New Delhi - 110 002. Fax: 011-23702061. 
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. The newly created state has - 


begun taking the first steps. 
towards growth 
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time immemorial. The holiest of riv- 

ers - Ganga and Yamuna — emanates 
from the snowy slopes of the mighty 
Himalayas. But today, the biggest con- 
cern for the people and politicians of 
this land is how to make their newly 
created state, Uttaranchal, literally a 
heaven on earth. 
It's a herculean challenge and the state's 
planners are well aware of it. Years of 


|: has been called dev bhoomi since 


- neglect cannot, after all, be simply 
- wished away. Concerted action plans 


and strategies are needed and more im- 


. portant, implemented and acted upon. 


Out of Uttaranchal's 13 districts only 


. three in the Plains are economically 


Ses prosperous, mainly because of agricul- 









z tur ' — the rest are dubbed as “money - 
in “order” economies. “Ever since 1991, the 
. deve sapi qud of Sanha 


Capital 
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Chief Minister 
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Districts 
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Category 


was on the backburner while it was 
part of Uttar Pradesh,” says a senior 
minister. 

The creation of the state on 9 Novem- 
ber 2000, however, gave new hope to 
the people of this land. Shortly after its 
birth, the people of Uttaranchal went 
to the polls and gave an overwhelm- 
ing mandate to the Congress party. The 
chief minister Narain Datt Tiwari, 
though heartened by the mandate, is 
also aware of the huge burden on his 
shoulders. As he says: “This has placed 
tremendous responsibility on us to de- 
liver.” 

Almost a year into governance, the 
mood is one of optimism, despite the 
acute shortage of basic infrastructure. 
Governance is proving difficult with 


_ bureaucrats in short supply. Its a common. 
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Names of districts: 


Uttaranchal at a Glance 


: Dehradun. ; 
: Sudarshan Agarwal 
: N.D. Tiwari 
: 53,483 sq km. 
: 13 (out which 10 are hill districts). 
Almora, Bageshwar, Chamoli, 
Champawat, Dehradun 
Hardwar, Nainital, Pauri Garhwal, 
Pithoragarh, Rudraprayag, 
Tehri Garwal, Udhamsingh Nagar 
and Uttarkashi. 
: 84,80,900. 
: 158/sq km. 
Males-84% & Females-60.25%. 
Rs 126.59 billion. l 
: Special category state. 


sight to see senior secretaries holding 
at least four to five portfolios and con- 
trolling several departments. 

If lack of infrastructure is a critical 
problem, then the lack of funds is an 
even bigger issue. As chief secretary, 
Uttaranchal, Madhukar Gupta, points 
out: “We have inherited from UP a debt 
of over Rs 3,500 crore. Being a rela- 
tively small hill state our own tax and 
revenue base is very narrow. Therefore 
there is an inherent kind of deficit.” 
There are also the difficulties that stem 
from the hilly terrain of the area. As 


Gupta says: "It was not noticed-s0 
much when we were part of a huge —— 
state. In a hill area, agriculture] hold- 
ings are very small. So, the costs 


of infrastructure and road linka- 


ges go up, and productivity is 





Nandu Manjeshwar 








Veteran politician and a trusted warhorse 
of the Congress party, the septuagenarian 
Narain Datt Tiwari belies his age in set- 
ting the pace of work. He discusses with 
Nandu Manjeshwar the problems and the 
prospects of Uttaranchal. 


Q. After the creation of a new state, 
your party has got an overwhelming 
mandate from the people. How do you 
plan to translate the people's aspira- 
tions into reality? 

First of all, I want to thank the people 
and my party high command in repos- 
ing so much faith in me to lead the state. 
Yes, it is a tremendous responsibility. 

I trust my people and my administra- 
tion, not only to understand the enor- 
mity of the problems, but in overcom- 
ing it with a planned effort. Infrastruc- 
ture is very important for good admin- 
istration. Till date I do not have the full 
complement of IAS or PCS officers and, 
for that matter, even at a lower level 
enough administrative staff. Only re- 
cently, we got the sanction to set up the 
Public Service Commission and so you 
know it takes time to fill the vacancies. 


Given these constraints, what is the 
roadmap for gearing up the state’s 
economy? 

What is very important today is to gen- 
erate employment for as many people 
as possible. Ours is a hilly region bar- 
ring the three districts on the plains, so 
one has to keep in mind this aspect be- 
fore making plans for mega projects. 
Yet, Uttaranchal has inherent strength 
in three fields. These are tourism, power 
and agriculture and horticulture, espe- 
cially organic farming. My immediate 


Narain Datt Tiwari 
Chief Minister 


aim is to leverage these strengths. The 
world may be talking about going or- 
ganic today, but our farmers in the hill 
districts have been following organic 
farming for centu- i 

ries. In the recently 
concluded interna- 
tional conference on 
Indian Organic 
Products, the del- 
egates were amazed 
to learn that major- 
ity of Uttaranchal’s 
farmers practise or- 
ganic farming in its 
truest form even to- 
day. I firmly believe 
that our organic 
food products will 
soon descend on 
global markets. That 
would help in converting subsistence 
farming to sustainable farming. 


Q. How do you plan to leverage 
Uttaranchal’s immense tourism poten- 
tial? 

What happens today is that tourists vis- 
iting pilgrims centres confine their vis- 
its to that place only because the buses 
that pick them up do not halt anywhere 
enroute. Say from Rishikesh to 
Badrinath or Gangotri, there are a num- 
ber of beautiful places that deserves to 
be visited. Similarly places like Kausani 
or Chakori are indeed a tourist’s para- 
dise. 

We are planning to introduce a system 
whereby tickets with a one-year valid- 
ity would include several destinations. 
This is quite similar to Indrail Pass or 
Greyhound Pass in the USA, whereby 
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the tourist can pick and choose the des- 
tinations in a year's period. This scheme 
is being worked out now and I am sure 
many people would take benefit of such 
a programme. 

Both Garhwal and Kumaon are ideal for 
adventure tourism. We would like to 
encourage adventure tourism in an 
organised fashion so that people with 
lesser budgets too can participate. 
Since Uttaranchal is primarily an agri- 
based economy, how would you meet 
the State's plan? 

We are on the last stages of finalising 
the state's five-year plan and have dis- 
cussed it with the Planning Commission 
in Delhi. In the Tenth Five-Year Plan,our 
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The CM at his residence with visitors 


allocation is Rs 9,500 crore and in this 
fiscal it is Rs 1,533 crore. 

We need huge investments in develop- 
ing the basic infrastructure and, of 
course, some of the investment would 
be made by the central government, 
such as upgrading the airport at Pant 
Nagar and the Jolly Grant airport here 
in Dehradun. 

We have received World Bank assistance 
for the health sector. Likewise in other 
projects too we are receiving assistance 
from the international aid agencies. 
Yes, the demand is always more than the 
supply, but we have to make do with 
what is in the kitty. We are determined 
to make the difference and everyone in 
the state is committed to achieve that 
aim. x 
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limited, therefore, leading to a great 
deal of outmigration and the res- 
ponsibility devolves on women. As a 
result, everything — health, education — 
becomes that much more difficult.” 


The new thrust areas 

So, how do the powers-that-be plan to 
overcome these challenges? “The state 
has inherent strengths and we would 
leverage these strengths,” avers Sanjeev 
Chopra, secretary, rural development, 
panchayati raj and horticulture. The 
inherent strengths, termed as ‘drivers’ 
of economy’, are: tourism, hydropower 
and horticulture. 

Tourism has already gone into hard 
drive. Phase One - to create awareness 
that the beautiful state of Uttaranchal 
too exists has E been achieved. 


B. P. Pandey 


Secretary, Agriculture, Watershed & 
Chief Project Director 


Now, it's time to get into the next phase- 
to translate this awareness into a 
revenue earner. Says tourism secretary 
N.N. Prasad: "As part of Uttar Pradesh, 
the vast and immense tourism potential 
of this part of the state, remained largely 
untapped. With the formation of the 
new state, we realised that tourism 
would be a key GDP driver for the state. 
So, the first thing we did was to put 
together a forward looking tourism 
policy." 

Similarly concrete strategies for power, 
horticulture and forest development 
have also been developed and are even 
now being implemented. 


Welcome news for industry 

Industry has always got a short shrift 
in this area. But now there is some opti- 
mism. As Puneet Kansal, additional sec- 


retary, Industrial Department and CEO, | 


- Khadi Board says: “The Government of 
India has given us a concessional indus- 
- try package. Industries will be getting 


eger excise sp holiday Ja a e 





year income-tax holiday. And 
for the next five years they will 
be getting a 30% income tax re- 
bate. In addition to these 
twoadvantages they will also 
be getting capital investment 
subsidy, the upper limit of 
which is Rs 25 lakh.” 
What’s more, the state has 
taken a conscious decision to 
promote only green industries. 
Additional secretary, indus- 
tries, Parag Gupta, who holds 
dual charge as managing direc- 
tor, State Industrial Development Cor- 
poration Undertaking Limited 
(SIDCUL), says, “Ours is a green state 
and there is no place for polluting in- 
dustry. We welcome such industries that 
are least polluting.” He is quite cat- 
egorical in mentioning that ‘single 
window’ is not only a cliché but much 
abused as well. The clearances will be 
based on merit. The motto of SIDCUL, 
which will act as nodal body for spe- 
cific project purposes, is: your camp 
office in the state. At the moment 
there is clarity in the government 
circles as to where exactly the invest- 
ments are needed. The investments 
are open in agro and food processing, 
biotechnology, hydropower, informa- 
tion technology and tourism. 
According to Kansal, Uttaranchal has a 
lot going for it and it is to the advan- 
tage of industries to train their eyes on 
this state. “We will be giving power at 
cheaper rates to environment-friendly 
industries, particularly those that are 
power-intensive. In addition to the 
availability of not just power but cheap 
and reliable power, we also have better 
law and order situation compared to 
many states. The environment is good. 
And, education facilities are excellent.” 


Addressing the people’s needs 
It is generally understood that hill 
people are a tougher lot. But Alok 
Kumar Jain, secretary, medical, health 
and family welfare, disagrees. “Yes, in 
many health parameters we may be 
above the national average, but that is 
not a consolation.” There is a tremen- 
dous shortage of doctors and nurses. In 
hilly regions conveying the ill and in- 
firm is a logistical nightmare. In terms 
of healthcare, although compared to the 
national average, Uttaranchal’s perfor- 


“mance betters national average, Jain © 
asks: "Why cannot we be the best?” 
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& G The Government of 
India has given us a 
concessional industry 
package. Industries will be 
getting a 10-year excise 
holiday, plus a five year 
income-tax holiday. And for 
the next five years they will 
be getting a 30% income tax 
rebate. In addition to these 
two advantages they will 
also be getting capital: 
investment subsidy, the 
upper limit of which is 
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Alok Kumar Jain 

Secretary, Medical, Health & 

Family Welfare, Women Empowerment, 
Child Development, Personal 


H fc Yes, in many 


health parameters we may 


be above the national 
average, but that is not a 
consolation 5 5 


The large vacancies are filled 
through the Public Service Com- 
mission. The incentives like non- 
practicing allowance and higher 
studies after a minimum five years 
service are likely to entice doctors. 
Hopefully, this ought to take care 
of the immediate needs especially 
for the specialists. Other important 
steps taken are to make hospitals 
autonomous in their day-to-day 
functioning and privatising non- 
clinical service. 

Though Uttaranchal, many would 
assume, does not have the prob- 
lems of urban cities elsewhere in the 
country, that’s not true. The unplanned 
growth of the past, before Uttaranchal 
was formed, seems to be haunting the 
new state now. It is ironical in a way 
that the country’s two major rivers, 
Ganga and Yamuna, flows through the 
state and the urban areas of Dehradun, 
Haridwar and Rishikesh have a 
drinking water problem. P.K. Mohanty, 
secretary, urbati development, hous- 
ing and drinking water, says candidly, 
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P.K. Mohanty 


Secretary, Water Supply Department 


á G Follies of the past 
is a good ee. 5 


“Follies of the past is a good lesson.” 

It is hoped that with the present focus 
on developmentai@@addressing the 
mistakes of thespast; Uttaranchal can 
once again be known as the dev blioomi. © 
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daring to dream big. And it is bid 





fulfill its dreams. 


"The Dehradun sub-registrar's office is 


an unlikely setting to find a bunch of 
brainy engineering students. But for 
some months now, students from IIT 
-Rourkee have been working on a project 
- here. A project that will make life for the 
. citizens of Dehradun that much more 
easier. Thanks to the software 
programme developed by these kids, 


registering property transactions will- 


soon be a routine affair. 


E | i he tiny hill state of Uttaranchal? is’. 


ding goodbye to the red tape to 


Elsewhere, work is rapidly progressing — w 


to set up computerized information 
kiosks all over the state, where people 
can access things like pension forms, fill 
it up and submit it. The idea is that for 
every cluster of 1,000 people there 
would be such community information 
centres, where the interface between the 
citizen and government could happen 
in an institutionalised manner. 

Making the task more challenging is the 
fact that there is years of backlog to be 
completed first. And there’s barely 
enough staff to keep the administration 
running. When the cadres were split up 


cials appear po Apes as LH go heut A 
reviving shelved projects. In power, for _ 


instance, the Maniberi project that was _ 
. conceived a good decade ago but never 


took off is now on the fast track. In bio- 
technology, an old research institute in 
Chamoli has been revived. Local entre- 
preneurs are being involved in every 
sector - whether tourism or horticul- | 
ture. The idea is to increase the indi- 
vidual contribution to the GDP in a 
huge way. Take for instance, the Chief 
Minister's Sadhna Kutir Scheme which 


‘Socio-economic development of the people is the key issue’ 


Development of the state is uppermost in the mind of Dr Indira Hriydesh, the minister who 
holds charge of information, PWD and science & technology. She also stresses the importance 
of bringing transparency to the process of governance. 


Indira Hriydesh 


Information, PWD, Science & Tech. Minister 


What are your priorities as a minister? 
First, PWD. We have decided to make 
Uttaranchal a tourist state. And for that 
we are working very hard on develop- 
ing the infrastructure. Infrastructure 
includes, most importantly, power and 
roads. Across all assembly constituen- 
cies, we have allotted Rs 120 crore for 
new roads, Another Rs 70 crore is com- 
ing from NABARD and rest of the 
money from District Plan 2002. That 
means Rs 210 crore worth of sanctions 
for development of roads. The other 
priority is connectivity within the state. 
So we are building bridges. From 


a ) Hardwar to Najibabad, there are sec- 


tions of roads which, in the monsoons, 


- are washed off by the mountain rivers. 


So you need bridges. 
Next is information. It has been a con- 


-scious policy not to embark on a pub: 
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of the state government, we have 
been very low key. But now, after 
the government has some con- 
crete achievements and some- 
thing to tell the world, we are 
launching a multimedia cam- 
paign. We are planning to take 
out a coffee-table book on 
Uttaranchal, a CD-ROM, a small 
video film. Now is the stage when 
our publicity campaign will take 
off. 

Third is science and technology, 
which is very important, includ- 
ing biotech and tissue culture. In 
the Himalayan belt we have very rare 
varieties of plants. This state has a big 
potential in biotechnology. We will fol- 
low China as a model in this regard. 


Q What are the issues you will be ad- 
dressing through the multimedia cam- 
paign? 

The thrust of this government is devel- 
opment. The whole state has come into 
being because of a popular movement, 
but the root of that movement was the 
backwardness of this area. So the aspi- 
ration of the people is speedy develop- 
ment. Socio-economic development of 
the people is the key issue. The whole 


thrust is that development must take. ` 
place at a speed, plus the quality. ofde- . 
velopment must be aes rh order, l 
. There you can Jink eui ND e- 
jer where some 
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have been made to give work to quali- 
fied contractors so that the quality of 
work is maintained. If I may put it, it is 
speed without speed money. 


Q What do you see as the core strength 
and weakness of Uttaranchal? 

The core strength is that we are a highly 
literate state. The average literacy rate 
is 72.26%. And we are a state where 
women are also very progressive. 
Women take leadership in development 
activities. 

The negative aspect is the difficult ter- 
rain. Ninety per cent of the state is hills. 
Seventy per cent is forests. There are 
many villages that are inaccessible. We 
are prone to natural calamities, earth- 
quakes, flash floods. But those are natu- 
ral problems. And it is natural assets 
that make us the No. 1 tourism state. We 
have a population of 8 million and get 
nearly 11 million tourists a year. If you 
improve connectivity and provide easy 
access, tourism will flourish, We: also 
have tremendous natural potentia 
hydropower 
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is conceived on the lines of the B&B (bed 
and breakfast) scheme in Europe. Rather 
than open ‘sarkari’ hotels, local people 
in hotspots like Badrinath would be en- 
couraged to run their B&B joints. 

The new transparent governance style 
of Uttaranchal is pretty much a radical 
shift from the old sarkari ways. Take the 
tourism department, where secretary 
N.N. Prasad encourages private partici- 
pation whether it is a small hoarding, a 
coffee table book or a big skiing project. 
As he says: “The idea is to get the best.” 
Computerisation, in fact, is making a 
huge difference. Those slow-moving 


files on the desk of a bureaucrat may 
soon be a thing of the past as laptops 
and PCs invade the secretariat. Says 
chief secretary Madhukar Gupta: “On 
the governance side, we have already 
networked our secretariat. The training 
is going on - the idea is to get work 
sooner or later towards computerized 
data processing and very soon file work 
through computers.” 

Remote districts are getting closer to the 
capital thanks to facilities like video 
conferencing. Says Gupta: “We started 
video conferencing with two districts 
- Pauri and Nainital. We are trying to 
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establish video conferencing with 
eachof our districts. All the blocks al- 
ready have computers. But online con- 
nectivity will come in when backbone 
infrastructure is established - for that 
we are taking up a variety of 
programmes. We have sent a proposal 
to the government of India - we are 
putting in some resources on our own. 
The whole idea is that the state can be 
linked by OFC, V-sat, wireless loop, 
etc." 

Once that connectivity happens, 
Uttaranchal will clearly be a state on the 
move. 


"We are trying to move ahead at a greater pace" 


Articulate and suave, the chief secretary of Uttaranchal, Madhukar Gupta, has a big vision for the state. He wants the 
state to rank as a front-runner in two-three years time. From the awards lining his office that have been won by the 


young state pu pure: it is an APEDA export award or a tourism award, his vision may well come true s 
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The other major problem is that 
we have inherited from UP a 
debt of over Rs 3,500 crore. Be- 
ing a relatively small hill state, 
our own tax and revenue base 


“4s-an inherent kind of deficit. 
3 the state Tan: cre- 
er the e ce 


i Separate entity at that point in 
| all we rave was a small share 


around Rs Uc ££. So we have had 
rely on a year to year basis on spe- 
ui central assistance. 
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Q. What abode a er e id 
tives? 1 
For IT, we have taken very me 
tives. The focus so far has bee 
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source development in IT. The seconds 
is infrastructure and connectivity — som 
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would have over 3 lakh IT literate chil 
dren coming out of our institutions. 


MoUs with Intel, Microsoft.and Cisco. 


have facilitated training at our edtuca- 
tional institutes. On the governance 
side, we have already ‘networked our 
secretariat. The.training is going on 
now. a 
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The Magic of the Mountains 


Whether it is adventure, wildlife, solitude or peace, the quest ends in Uttaranchal 


At Badrinath, a convoy of buses unload 
hundreds of pilgrims chanting religious 
songs. In the Valley of Flowers enthusi- 
asts are busy photographing flowers of 
different hues. On Dayara Bugyal, trek- 
kers are basking in the sun after a sin- 
ews-stretching trek. At Gandhi Ashram 
in Kausani people are meditating in 
absolute silence. On Nainital's prom- 
enade, families are enjoying a leisurely 
stroll. At the Jim Corbett national park, 
jeep loads of foreign tourists are on the 
trail of the elusive tiger. 

One state and so many faces. Whether 
it is pilgrims, adventure seekers, vaca- 
tioning families or those looking for 
peace and silence, Uttaranchal has 
something for everyone. The char dhams, 
or four religious centres - Yamunotri, 
Gangotri, Kedarnath and Badrinath - 
attract almost 1.5 million tourists a year. 
For families on vacation, Nainital and 
Mussoorie remain perennial favourites. 
Both these were accidental 'discoveries' 
of the British East India Company of- 
ficers, whereas Almora was a flourish- 
ing capital of Chand dynasty then. The 
Gurkha invasion in the 1790s and sub- 
sequent siege of Almora in 1815 by the 
British East India Company who chased 
away the Gurkha troops changed the 
existing political equation in the hills. 

For reasons unbeknown Nainital and 
Mussoorie prospered. "There are places 
in Garhwal and Kumaon which rivals 
these two. Our effort is to create similar 
infrastructure and ambience in other 
places, though connectivity is the only 
constraint presently," says Lt. Gen. 
(Retd) T.P.S. Rawat, minister of tourism, 
Uttaranchal. 

But Nainital and Mussoorie are bursting 
at their seams putting severe strain on 
the civic amenities. The minister affirms 
new developments would be planned 


and the growth would be 
subject to sustainability. 
And as he is quick to point, 
the real essence of Garhwal 
and Kumaon is in the inte- 
riors: the unspoilt hills and 
forests, magnificent views 
of snow-clad majestic peaks 
in the Himalayan ranges, 
enchanting bugyal, or high 
altitude pasture land, and 
every folds in mountain 
range having exquisite Hi- 
malayan flowers. 

For those seeking adventure and look- 
ing for pristine vistas, Uttaranchal has 
lots to offer. It is not uncommon to see 
even septuagenarians trekking with 
smiling faces on the Valley of Flowers 
route which rises from 6,000 ft to 11,000 
feet. The starting point for this trek is 
Gobindghat on the Joshimath- 
Badrinath road. The bridle path passes 
through primeval forest that still, for- 
tunately, exist in the Himalayan region. 
At Gobind Dham the path bifurcates, 
one going to Hemkunt Sahib and the 
other going to the Valley of Flowers. 
There is an interesting history behind 
the ‘discovery’ of the Valley of Flowers. 
The mountaineer Frank Smythe lost his 
way while returning from an expedition 
to Mt. Kamet in 1931. He stumbled upon 
this valley and was overwhelmed by the 
abundance of flowers and that too, in 
myriad species. His writing aroused the 
interest of many people who flocked to 
the Valley. 

Yet, our forebears knew about this place 
even before Smythe discovered it. The 
valley’s name was Nandan Kanan and 
finds a mention in Skanda Purana. In our 
epic Mahabharata too, it finds a men- 
tion. Hanuman is believed to have 
picked a slice of the mountain, from this 











Kedarnath 


valley, since he could not differentiate 
the medicinal plants, needed to save 
Lord Rama. There is a poignant epitaph 
on Margerette Legge’s tomb in the Val- 
ley, and it reads - ‘I shall lift my eyes unto 
the Himalayas from where cometh my 
strength’. She was a botanist from Bo- 
tanical Gardens of Edinburgh and came 
here after reading Smythe’s account. 

Climb up to Kuari Khal, a little above 
Auli's ski slope, and look west. No- 
where in the world can one see a ma- 
trix of snow-clad peaks as seen here. It 
is amazing to learn that each peak has a 
name. In winters Auli comes to life with 
skiers hurtling down the slopes, the 
majestic Nanda Devi peak providing a 
picturesque backdrop. Says General 
Rawat, “Auli is just one of many such 
places you have in Uttaranchal. Re- 
sources are needed to develop many of 
these and perhaps with planned ap- 
proach we may have more ski slopes 
than anywhere in the world.” Yes, there 
are many bugyals and valleys that are 
yet to be connected. And developed. 

One such long bugyal that comes to 
mind is Dayara Bugyal, located be- 
tween Uttarkashi and Gangotri. It is 
8 km off the main route and has, perhaps, 
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É & There are places in 
Garhwal and Kumaon which 
rivals Nainital and Mussoorie. 
Our effort is to create similar 
infrastructure and ambience 
in other places, though 
connectivity is the only 

constraint presenty a 8 


the longest slope 
known so far. And 
it retains the snow 
cover on its slopes 
longer than Auli 
even. Today, it 
seems an exclusive 
preserve of trekkers. 
At the top of the 
bugyal one gets the 
impression of being 
sandwiched be- 
tween Bandarpunch 
and Kalanag range 
on the west and 
Gangotri range on 
the east with the 
Bhagirathi river 
flowing at its toe! 
The pink Rhododendron bushes on 
the slopes only accentuates this mag- 
nificent spectacle. 

The lanky group leader of trekkers, 
Surinder Singh, of Adventure Activi- 
ties Promoters, says, “We take groups 
to Himachal and Uttaranchal on alter- 
nate summers. But nothing like 
Garhwal hills for trekking pleasure.” 


Tourism Minister 


‘Calling All Investors’ 
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He plans to try the Bedini bugyal and 
Roopkund trek in 2003. 

For those seeking solitude and peace, 
places like Binsar, Kausani, Chakori or 
Pithoragarh is a ready prescription. On 
hazeless days, from Binsar or Chakori 
one can get a clear view of Annapurna 
in Nepal in the east. For those looking 
for a place to meditate, the Gandhi 
Ashram, at Kausani, is a renowned 
meditation centre. Many such centres are 
emerging all over Uttaranchal. As chief 
minister Narain Datt Tiwari says: “In the 
stressful working conditions that are 
common today, it is always good to take 
a break and be in the environment that 
god has created.” 

Rishikesh, of course, is already a boon 
for those on a spiritual quest. It also at- 
tracts students of yoga from everywhere 
and holds a world famous yoga meet 
annually in January/February. Holding 
such fest elsewhere in the state is only a 
logical extension. 

With so much going for it, and with a 
suddenly energized tourism depart- 
ment, don’t be too surprised if you soon 
find Uttaranchal on the world map. m 


Uttaranchal is throwing open its doors to all those with interesting tourism proposals 


All roads will lead to Jaypee Manor in 
Mussoorie from the 22™ to 24" of Feb- 
ruary 2003. This is the venue of the 
ambitious Uttaranchal tourism con- 
clave and investors meet. A meet that 
tourism secretary N.N. Prasad de- 
scribes as “the culmination of the ef- 
fort that we put in the last couple of 
years to develop tourism in a planned 
and integrated manner in the state”. 
The meet has two aspects. The first 
aspect is to showcase Uttaranchal and 
its tourism potential. Says Prasad: “We 
are taking delegates on familiarization 
tours. The whole idea is to bring this 
package of tremendous potential be- 
fore the world hospitality industry 
and the tour operators.” So, whether 


it is the cuisine of the state, the festi- 
vals, the destinations or the culture, 
delegates will be given a true taste of 
Uttaranchal. 

The second aspect is to give an oppor- 
tunity to the private sector to partici- 
pate in a big way. The idea is to get 
viable projects that are tried and 
tested. For instance, there are plans to 
set up a major ski resort at Uttarkashi, 
for which the state is wooing foreign 
investors. Local entrepreneurs are also 
being asked to come forward and set 
up projects. 

Says Prasad: “We have just come out 
with an ad in the papers where we 
have asked the people in Uttaranchal 
- the entrepreneurs — whether they 
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are interested in a tourism related 
project - if they have land and prop- 
erty to set up a project, whether a spa 
or hotel and the investment is at least 
Rs 25 lakh, then they should apply to 
us soon." 


Thus, the tourism ministry hopes to 
attract a shelf of projects, which will 
then be circulated to leading financial 
institutions with a view to getting 
funding from them. Organisations 
like SIDBI and the Tourism Finance 
Corporation of India are being ap- 
proached. 

So, if you have got a good idea and a 
streak of enterprise, you know where 
to go! 








- :3 


N. N. Prasad 


Secretary, Tourism, Culture & Information 


Q. Tell us about the new tourism ini- 
tiatives and how you are going to har- 
ness the state's natural strengths? 
Uttaranchal has got every possible at- 
tribute that a tourist destination should 
have - whether it is the Himalayas, 
whether it is the holy rivers like Ganga 
or Yamuna, whether it is centres like 
yoga, or whether it is wildlife like in 
Corbett. So the whole mix of spiritual, 
heritage, cultural tourism, as well as ad- 
venture tourism - be it river rafting, 
trekking, mountaineering, skiing, we 
have it all — is there. It is a paradise for 
nature lovers and an ideal destination 
for ecotourism. 

Apart from this, wellness as a holistic 
concept based on the Indian system of 
medicine is also well established here. 
For instance, Kerala has managed to 
package ayurveda and sell it to the 
world so well. But we have much more 
than that whether it is yoga, meditation, 
ayurveda or anti-stress therapy. 


Q. What are the challenges you are fac- 
ing currently? 

As part of Uttar Pradesh, the vast and 
immense tourism potential of this part 
of the state, remained largely untapped. 
With the formation of the new state, we 
realised that tourism would be a key 
GDP driver for the state. So, the first 
thing we did was to put together a for- 
ward looking tourism policy. We cre- 
ated a policy that identifies what our 
strengths are, what our challenges are. 
Based on this, we charted our action 
plan. 

The challenges are: the lack of connec- 
tivity. Although we are so near Delhi, 


we need better connectivity by rail, road 
and air. We also need to project our state 
as an all-year round destination. Some- 
how it's got into people's head that is a 
summer destination. But it's more than 
that - winters in the state can be abso- 
lutely wonderful with mists swirling 
around and snow-capped mountains all 
around. 

We need experts. Broadly the govern- 
ment can guide. But the professional 
inputs, whether for marketing, finance 
or infrastructure, we just can't do it, let's 
be blunt about it. So, the first thing we 
did was to abolish the tourism director- 
ate. And we replaced it with the 
Uttaranchal Tourism Board and we 
have five people from the private sec- 
tor on it. As we made these changes 
through an act of the legislation, it has 
a lot of teeth. We empanelled consult- 
ants. 


Q. What are the salient features of the 
tourism action plan? 

The first year was spent in letting 
people know we exist. We consciously 
made the effort to be highly visible at 
tourism meets and carried out some 
well though out publicity campaigns. 
Now that people know that Uttaranchal 
exists, it is on the move. We have 
bagged every award possible recently. 
Now it's time to start promoting specific 
products. 

We are developing new tourism centres 
- there is currently too much pressure 
on places like Mussoorie. So we are pro- 
moting places like Landsdowne, 
Pithoragarh, Munshiari and Binsar. 
When the Tehri dam comes up, there 
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With tourism identified as one of the priority sectors by the Uttaranchal 
government, N.N. Prasad, secretary tourism, culture & information 
& CEO Uttaranchal Tourism Development Board, is one of the busiest 
persons in Dehradun. The tourism conclave just around the corner is 
adding to the work. Outside the weather is freezing — the day BW meets 
him, the city is in the grip of a bandh — yet, inside the tourism office, 
work carries on unflaggingly, the chill winds forgotten in the warmth 
of the department's enthusiasm. Prasad's team has just dashed off 3,000 
emails to investors around the globe. As Prasad says, the ‘abode of gods’ 
is out to give ‘God's own country’ a run for its money. 


will be a beautiful water reservoir. We 
have a master plan to tap that. 

The thrust today is government-led, 
private sector driven and community 
oriented. For tourism to survive and 
sustain, the local people should be in- 
volved. Which is why, we have started 
an ambitious self-employment scheme. 
We want to encourage village tourism 
by way of paying guest accommoda- 
tion. | ri 





Tribhuwan Sharma 


Fruit and Flower POWs 


Herbs, spices and flowers are the new cash crops for the gree 


It's one of the most biodiverse regions 
in the world. There’s no argument about 
that. Which is why Uttaranchal has de- 
cided to take a leaf out of neighbouring 
Himachal Pradesh’s book and concen- 
trate on floriculture and horticulture 
projects. 

“We are stressing on horticulture and 
floriculture. Our land is gifted with 
various types of agro-climatic zones so 
the potential is enormous,” says R.S. 
Toliya, principal secretary and commis- 
sioner, forests and rural development. 


Dr. R. S. Tolia 


Principal Secretary- Forests & 
Rural Development 


Be it lychees or orchids, the state is sow- 
ing the seeds of growth everywhere and 
already reaping some benefits. As chief 
secretary Madhukar Gupta says: “We 
are trying to go in for an improved va- 
riety of fruits — nut fruits and floricul- 
ture. Last year we started the lychee 
export zone. We were able to export 
only 7 tonnes of lychee . This year we 
expect 200 tonnes. And subsequently go 
up to 1,000 tonnes." "Right now, in vol- 
ume we cannot compete with other 
states producing lychee, but in taste and 
quality people do reckon our produce," 
affirms Sanjiv Chopra, secretary, rural 
development, panchayati raj and horti- 
culture. Another significant produce 
could be mangoes that the state's terai 
region is famous for. So is ' Dehradooni' 
basmati rice known for its fragrance. 
Already two basmati export zones have 
been set up. 

Adds Gupta: "In the area of horticulture 





and agriculture, we are small holdings; 
leading to just sustenance based. So we 
are trying to lay a great emphasis on 
value addition. You motivate people to 
go in for commercial cash-crops rather 
than everybody trying to grow a small 
amount of rice in their fields." 

In their concerted effort to leverage their 
strength in the agro sector, almost four 
ministries are involved starting from 
agriculture to rural development to wa- 
tershed and the forest. Says B.P. Pandey, 
secretary agriculture and watershed 
management, "Each one of them has a 
major contributory role to play and un- 
less there is a proper coordination, we 
cannot achieve the aim that we have set 
for ourselves." You can see the synergy 
happening between the industries and 
the agriculture ministries as attempts 
are being made to create backward and 
forward linkages to market the produce. 
NDDB has been roped in to create mar- 
ket linkages, for instance. 

The present catchword is "green state." 
In a recently held International Confer- 
ence: Indian Organic Products, 
Uttaranchal was the Partner State. The 
ten hill districts of the state are unique 
in that the farmers never use chemical 
fertilisers. As one non-governmental 
organisation (NGO) points out that the 
bond between the farmers and the land 
is so strong, for centuries, they would 
not do anything that could cause harm 
and affect the land use. It is for this rea- 
son that organic farming has remained 
unaffected for centuries in Garhwal and 
Kumaon regions. 

When the current fad in affluent coun- 
tries in the West is for organic food 
products Uttaranchal's agro-products 
ought to be the natural choice. Toliya 
cautions, "First, we have to understand 
what is the criteria of their organic food 
products and ours, and only then it 
makes sense in finding markets." The 
delegates, however, did understand 
Uttaranchal's importance in organic 
farm produce. 

“A state or a nation has to have food or 
nutritional safety before one talks about 
development. On that score Uttaranchal 
is blessed," opines Toliya. The current 
problem is not the nutrition security but 
to convert subsistence farming into sus- 
tainable farming that concerns mostly 
the ten hill districts. 
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The hill districts are also known for me- 
dicinal plants, herbs and ‘exotic’ veg- 
etables, like broccoli, that has demand 
in the metros, especially in star category 
hotels. Says Gupta: "Then we are look- 
ing at specific value-added crops like 
herbs and medicinal plants. We have 
reactiviated an institute that had ex- 
isted for the past 13-14 years - the Herb 
and Medicinal Plants Research and De- 
velopment Institute at Chamoli. A 
whole detailed action plan has been 
made in which 10 -15 plants have been 
identified for focused attention. 


Sanjeev Chopra 
Secretary Horticulture & Rural 
Development & Panchayati Raj 


What's heartening is that the bureau- 
crats are quite aware of market realities 
and some of their own shortcomings. 
"It is important to channelise our efforts 
in the right direction," mentions Toliya. 
The government is already thinking in 
building a consortium of sorts with the 
Punjab government. “Farm produce is 
quite seasonal in our country. So when 
it is off-season in Punjab, or in plains, 
it is in season here. We want to coordi- 
nate supplies to the markets,” explains 
Chopra. Punjab being a major farm pro- 
ducer in the north, with equally strong 
marketing arm, Uttaranchal’s tying 
with their marketing federation could 
be an excellent synergy well served. m 






Tribhuwan Sharma 


Powering Ahead on Hydro Projects 


Water is the white gold for Uttaranchal which is banking on its rich hydel resources 


It’s an event that everyone in 
Uttaranchal is eagerly waiting for. The 
completion of the ambitious Tehri Dam 
project. “It’s now only going to be a 
matter of months,” says an excited O.P. 
Arya, principal secretary, energy, who's 
just back from a visit to the site. 

But Arya is equally excited about doz- 
ens of other hydro power projects that 


are taking off in the state. For such a - 


water surplus state like Uttaranchal, it 
has been a matter of surprise that hardly 
any hydroelectric power has been har- 
nessed. Says Madhukar Gupta, chief 
secretary, Uttaranchal: “There were a 
number of projects that were sitting 
closed for the last 10-12 years. We are 
now trying to expedite work on these.” 
For instance, construction work on the 
second phase of the Maneri-Bhali hy- 
dro-electric project began after a gap of 
12 years last summer. Very recently, an 
MoU was signed with NTPC which will 
take up the execution of the Lohari 
Nagpala Hydro Project (520 MW) in 
Uttarkashi district and Tapovan 
Vishnugad (360 MW) in Chamoli dis- 
trict. 

The state has the potential of 15,000 MW 
and so far only about 1,124 MW has 
been tapped. The government has al- 
ready notified 47 hydro sites, with the 


generating capacity up to 25 MW, for 
private investment. Says Gupta: “In a 
time bound sort of manner we want to 
create significant additional capacity 
which not only would help meet na- 
tional targets but would help us gener- 
ate some free power which we could see 
as revenue for the state.” Says Arya: 
“We are planning to create additional 
capacity of 10,000 MW in a year's time 
- and all through hydropower.” 

Private sector participation is being ac- 
tively encouraged. With a view to en- 
courage this, the Uttaranchal Jal Vidyut 
Nigam Ltd has been set up which facili 


All Wired Up on IT & Blotech 


They may be late starters, but Uttaranchal is not planning to be left behind in the IT and Biotechnology race 


All the hype may be around Bangalore 
and Hyderabad, but Dehradun doesn't 
want to be left behind. It's still a babe, 
but hopes to get out of the woods soon 
with its strong thrust on IT and biotech- 
nology. 

The fact that Uttaranchal scores high on 
the literacy front — with a 72% literacy 
rate - is reason enough for the planners 
to think big. Connectivity, e-gover- 
nance, STPs, video conferencing - all 
the IT jargons are now part of the bu- 
reaucratic vocabulary. 

As far as IT goes, the focus is very clear: 
Says an official in the IT department: 
“First will be IT as education. Second 
will be IT as industry. Third will be IT 
as governance. Here let us just say that 
we are new starters but we are working 
towards it." 


The realization is clear: create the infra- 
structure first and then go ahead with 
the plans. The first issue is connectivity 
-so the state is gathering resources to 
wire up the state. The idea is that every 
cluster of 1,000 people will have a com- 
munity information centre where they 
can interact with government. In terms 
of education, schools and colleges are 
being made computer literate thanks to 
MoUs signed with Microsoft, Intel and 
Cisco. And as far as industry goes, soft- 
ware technology parks are being cre- 
ated, earth stations set up efforts on to 
woo big players. 

In biotechnology, Uttaranchal already 
has an edge - thanks to its natural re- 
sources. Says an official: "All biotechnol- 
ogy requires first a domain knowledge 
and then subsequently biocomputations. 
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Kulhal Power Station 


tates new projects. The state govern- 
ment has announced a slew of incen- 
tives - such as no entry tax on power 
generation, transmission equipment 
and building material to encourage 
projects in this sector. 

As a senior government official puts it: 
“If you become a power surplus state, 
you can earn money by selling that 
power to other states. And that money 
that you earn you put that in the social 
sector - education, medical, which are 
justifiably the state's concern." Looks 
like the state is well on its way to be- 
coming a ‘power’ ful entity. 


Which is the finest knowledge in agricul- 
ture in the country? Pant Nagar University. 
Where do you have the finest flora of the 
biomedicinal plants? Uttaranchal. So we 
shall concentrate on these four — agricul- 
ture, horticulture, floriculture and medici- 
nal plants." Justifiably enough Uttaranchal 
is now looking at making Pant Nagar as a 
centre for biotechnology and the chief min- 
ister is taking personal interest in the mat- 
ter. This is the reason that efforts are on to 
upgrade the airport at Pant Nagar. 
Uttaranchal is hoping to woo pharma com- 
panies through research in its rich medici- 
nal plant base. Already the Herbs and Me- 
dicinal plant research and development 
institute in Chamoli has been activated. It 
may be just the pep pill the state is looking 
for to boost growth. & 
Nandu Manjeshwar 
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EPILEPSY (FITS)....... 


I am Kamlesh from Jaipur, when I was of 7 years my par- 

ents expired in a road accident and My elder brother, me 

and two younger sisters , one of them is dumb, were left. 

Three of us were brought up by my elder brother. I was suf- 

fering from fits since birth and there was no improvement 

even after taking lots of medicines. My brother took me to 

Allopathic , Ayurvedic and Homeopathic doctors but it was 

of no use then he took me to sorcerers and they burnt my 

back with the hot iron rods and sometimes they use to put 

shoes on my face, they made me inhale the fumes of red 

chilies, but there was no sign of relief. and I use to get tem- 

porary relief till I continued with the medicines and problem 

use to resume on discontinuation of those medicines. Due to 
the side effects of those heavy doses of medicines I started gaining weight 
and it became 85 Kgs, there was an abnormal growth of hair on my face and 
I was also suffering from back ache and constipation. My menses period 
was disturbed and due to hair loss, whenever I use to comb my hair, bunch- 
es of hair used to come out. I was a burden on my brother. I use to take 10 
to 12 tablets in a day, even after taking so many tablets I sometimes use to 
get fits lasting 2 hours and sometimes use to get small fits lasting 5 minutes. 
in a month I use to get 10 to 15 fits of absence. Because of this I was scared 
to come out and I jailed myself in the house. Someone told my brother that 
after marriage the problem will vanish and he started looking matches for 
me but whenever the people come to know about my disease they use to 
refuse by saying that they don't want to make their life hell by marrying me. 
Many times I thought of killing myself. Even today I am angry on my broth- 
er and will never forgive him as he had read about Dr.R.K.Gupta in news- 
papers and seen him on television and use to file the cuttings from the news- 
paper like this he collected 10 to 12 cuttings and he wasted many years by 
postponing it on next day , next week, next month. Whenever my brother 
use to ask the local doctors for taking me to Rishikesh, they use to criticize 
Dr. Gupta and our family doctor use to say that he is a fraud but none of the 
doctors gave us a better advice and kept on fooling us by increasing and 
reducing tablets, getting various tests done and a bag full of reports were 
collected and we wasted seven to eight years on this and these doctors use 
to mis guide my brother by telling that Dr. Gupta's treatment is very expen- 
sive and it is only meant for richest people , not for us. Because of this my 
brother dropped the idea to consult Dr. Gupta at Rishikesh.One day when 
my husband came to our place for the first time to see me and came to know 
about my problem, he told us that his sister was also suffering from the 
same disease from many years and she also got badly burnt , he told that she 
used to get 15 to 20 fits in a month and in the menses period she use to get 
more fits , sometimes she use to get 8 to 10 fits in a day and then doctors 
use to give sedative injections to her and then he took his sister to Dr. 
R.K.Gupta and with the help of his medicine she is perfectly alright, after 
knowing this we asked him that people say that Dr. Gupta treatment is very 
expensive , on that he told us that it is not like that, the registration fees of 
Rs. 500/- which is charged only once and for any further visits no consul- 
tation fees will be charged. The cost of the medicine is in between Rs. 20/- 
to Rs 30 /- per day and in some of the cases it may exceed and can only be 


Dr. B.M.Soni, 
MBBS, MS (Lucknow) 
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Ayurvedacharya 
Dr. R.K.Gupta 


Neeraj Clinic Pvt. Ltd. , Rishikesh (U.A) 
Tel : (0135) 430765 (10 LINES),431565 Fax - 430666, Timings 9 A.M. to 5 P.M., (Thursday Closed.) 
Email :ncplr(zsancharnet.in website :www.epilepsyglobal.com 


specified after proper examination. After knowing this we 
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First of all we reached Delhi there we came to know that 
frequent bus, taxi and train services are available for 
Rishikesh and Shatabdi and Jan Shatabdi express is also 
availabe. From Delhi it took 4 hours for us to reach 
Rishikesh and then we reached Neeraj Clinic and found a 
huge crowd of patients over there, in the meanwhile our 
turn came we talked to the other patients and found that 
some of them were there only to thank Dr. Gupta as their 
children got cured with Dr. Gupta's medicine. After com- 
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were stopped they did not get any fit. 
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ey were calling Dr. Gupta as an 
incarnation of God. First of all we reached reception and they asked 
around 25 questions from us and gave us a slip and we were sent to Dr. 
B.M.Soni, he also asked us some questions and wrote something on the 
slip and then we were sent to Dr. Gupta. He sensed my pulse and gave 
the first dose of his miraculous medicine by his own hand and asked 
to take that dose immediately and he put his hand on my head and told me 
to enjoy the life from that moment. Then we were sent to Dr. H.M.Tripathi. 
He gave us medicines to continue and explained everything clearly. He told 
us that for other ailments like cough,cold,fever there is no harm in taking 
any allopathic medicines along with these medicines. He also explained us 
the method of gradually tapering off those strong medicines which,] was 
taking before Dr. Gupta's medicines . Those strong medicines were tapered 
off and I was put on Dr. Gupta's medicinesonly. I got relief after starting his 
medicines I did not get any major fit and after one month minor fits were 
also stopped, my weight started reducing and the abnormal growth of hair 
stopped, I was happy, medicines also use to reach at my home in proper 
time by post. Right now I am happy and perfectly alright and medicines are 
also stopped from last 2 years. I am married and have a son and I treat Dr. 
Gupta as a God for taking me out of this. After this Lsent 13 patients to Dr. 


Gupta , out of those a 3 months infant was also sent to him and all of these 


patients are perfectly alright. With the help of this advertisement I wanted 
advice you not to waste your time. Common Symptoms found in 
Epilepsy Patients: Sudden Fainting & falling on Ground * Face turn- 
ing to one side * Eyes becoming glossy * Clenching of fists * Bending 
of neck to one side * Foaming in the month * Feeling of giddiness for a 
second * Tongue getting caught between the teeth * oh-oh go-go sound 
and fainting * Headache with giddiness * Seizures during menstrual 


period in women. On detection of any of the above symptoms you can 
It Neerai Clinic i liately f ty without i 
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er. There is no need of making any phone calls neither any appointment is 
required, Clinic is open on all days except Thursday. Dr. Gupta never 
leaves Rishikesh because he requires the herbs for the preparation of his 
medicine which are available only in the dense forests along the banks of 
Holy River Ganga. 


Dr. H.M.Tripathi 
B.A.M.S. (Kanpur) Gold Medalist 
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We treat only Epilepsy (Fits). Patients of other disease kindly do not contact us nor should come to us 
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The man uith the healing touch 


An Ayurvedic doctor in the Himalayan foothills provides hope to epileptics 


Nestled amidst the mighty Himalayas with 
the holy Ganges flowing past is the Neeraj 
Clinic. Here, daily 200-odd epileptic patients 
throng the place. For, the fame of its founder, 
Dr R.K. Gupta has spread far and wide. "We 
get patients from all over the world, even 
from America and Japan," says Gupta. 


Born on2 April, 1960 in Rishikesh, Gupta in- 
sists that he will not leave the ‘Devbhumi’ of 
his birth. Not only is this picturesque little 
town with its spiritual ambience the right 
setting for his healing touch, it also gives him 
easy access to the miraculous herbs and me- 
dicinal plants that dot the Himalayan hills. 


Dr Gupta is a qualified Ayurvedacharya who 
has chosen to devote all his energies to epi- 
lepsy. As he says, this is one of the least un- 
derstood of human ailments, yet it afflicts 
thousands of people. The treatment is based 
on psychology. While Neeraj Clinic provides 
hope and succour to epileptics, the latest ini- 
tiativeof Dr Gupta should boost medical ser- 
vices in thenew state of Uttaranchal. Realiz- 
ing thatthe new state did not have adequate 


facilities for both dental and medical educa- 
tion, the Dr B.S. Gupta Medical Charitable 
Society decided to takeup the challenge and 
laid the foundation stone of Seema Dental 
College and Hospital in Rishikesh. The ob- 
jectives are to provide cheap and easy access 
for dental careto the masses; to impart value- 
based high quality dental education and to act 
asa referral centre for ailments other than 
dental disease, among others. 


Thestate-of-the-art college and hospital has 
all modern facilities. While live video 
conferencing through satellite system from 
abroad, advanced ambulances with on-the- 
spot surgery facilities, modern equipments 
etcare all par for the course, the institution 
will also boast a helipad with the fastest twin- 
enginned helicopter to bail out patients stuck 
in emergencies. 


In recognition of his work on epilepsy, Dr 
Gupta has got several prestigious awards - 
the Arch of India Gold Award, among others. 
With the dental college, surely the awards lin- 
ing his table will only increase. 


An Abode of Tranquility 


Ananda in the Himalayas is one of the most luxurious places 
to revitalize the mind and the body 


In Sanskrit, Ananda means bliss and content- 
ment. The 100-acre luxury spa in the foothills 
of the Himalayas certainly lives up to its 
name. Itis located in the Palace and estate of 
the Maharaja of Tehri-Garhwal, near 
Rishikesh. “ Ananda is an ideal place to revi- 
talize the mind and the body. The spa focuses 
on India’s ancient sciences of Yoga and 
Ayurveda and integrates these with western 
restorative and beauty therapies,” saysAshok 
Khanna,MD, Indian Hotels &Health Resorts. 
Everything at Ananda spells luxury - be it 
the exquisitely appointed rooms and suites, 
the refreshing outdoors, the soothing waters 
laced with sensuous potions or the choice of 
dining places. Each guestis treated like roy- 
alty with a lifestyle assistant providing con- 
sultations, offering guidance and individual 
attention. 

There are 79 different therapies and activity 
programmes to choose from. An Ananda 


Rejuvenation package will typically include 
orienta tion sessions with an initial spa con- 
sultation; daily use of the hydrotherapy fa- 
cilities, yoga, meditation, pranayama, medi- 
tation, cooking demonstrations, lectures and 
workshops. There are 7-day, 14-day and 21- 
packages available which range from detoxi- 
fying programmes to therapeutic and healing 
sessions. 

Now inabid toattract the Indian peace-seeker 
to Ananda, the spa has recently introduced a 
2-night package, where the options have been 
kept deliberately fluid. The tantalizing 
glimpses of the various amenities and thera- 
pies here have ensured that the visitor who 
comes once comes back again and again. 
Thisis one resort that has understood the core 
of wellness, married it with comfort and thus 
created an experience that is out of the world. 
Pure bliss, as its name suggests. 
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Founder-Neeraj Clinic 





Ashok Khanna 
MD, Indian Hotels &Health Resorts 
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What Really Matters 


M.. of us — especially those who have studied economics — think it is money that 
makes the world go around. People work for money, companies exist for making profits, 
nations compete for wealth. 

Not true. 

From my experience as an observer of business, I have learnt one thing: that the most 
outstanding performances, whether they are individual, corporate or national, are driven not 
by the desire for money, but by the hunger for something more ethereal, indefinable, 
immeasurable. For want of another word, I would call it Respect. 

It is this drive that made N.R. Narayana Murthy tell me on a mid-summer evening at his 
modestly furnished, first floor home in Jayanagar, Bangalore, many years ago, before he 
became a national icon: “As middle-class people, what do we want most? We want respect... I 
want Infosys to be the most respected company .” At that time it sounded a bit impractical — 
where would you begin the effort, how would you measure its success, and how would you 
make it fit in with business objectives? Looking back, it all looks so obvious: Nothing gets as 
much out of people as a goal that touches their hearts, their self-respect. 

That is also why Dr K. Anji Reddy recounts to me, every time I meet him, one or another 
instance of how a multinational drug company underestimated India and Indians and how 
he settled the score. When he read a global pharma CEO bad-mouthing India in an 
international business newspaper — “As far as I know, there is no original research going on 
in India," is what the offending CEO said — Reddy kept that insult in mind. After licensing 
out a new chemical entity he had discovered to global giant Novartis, the first thing Reddy 
did was to send a news clipping of the deal to the offender, with an appropriate letter! 

I could give other instances — Dr Parvinder Singh setting his sights on making Ranbaxy a 
global company when his competitors were focused on escaping patent protection laws, 
Jamshedji Tata setting up the first steel plant against all-round scepticism, Dhirubhai 
Ambani insisting on global-scale factories when everyone else was thinking much smaller... 

The point in each case is that outstanding performances require higher motivation. The 
Green Revolution wouldn't have happened if Indians were not incensed by the indignity of 
PL-480 food aid. Japan wouldn't have become the second-largest economy if the Japanese 
hadn't wanted to erase the indignity of World War II. Even the recent Chinese resurgence is 
an exhibition of national assertion, as much as just an unleashing of market forces. 

As Francis Fukuyama argues in his book, The End of History and The 
Last Man: “The man of desire, the Economic Man, the true bourgeois, will 
perform an internal “cost-benefit analysis" which will always give him a 
reason for working “within the system". It is only the thymotic man, the 
man of anger who is jealous of his own dignity and of his fellow citizens, 
who feels his worth is constituted by something more than the complex 
set of desires that make up his physical existence — it is this man alone 
who is willing to walk in front of a tank or confront a line of soldiers." And 
it is this man who upturns existing beliefs, goes against the wind, and 
shows the way for others to follow. 

In the pages of this special issue, you have met men who went beyond 
the call of money to create institutions, to change mindsets, to spread the 
passion. India needs more of them, because we are still waiting for an 
explosion of national assertion focused on making India an economic 
power worthy of its history. 

So let's give respect its due. a 


MAGAZINE OF THE NEW ECONOMY 148 \ BUSINESSWORLD 27 JANUARY 2003 





| DIpun |. 


: do PROT J8^/S 
Toenni anaa mmama 
ua FETTY 


G MR» a 











S O N | H " 


79770 


souly Juo} uiojd 9pisjnO JAINJON ʻƏəpısu! ouy>2ə]j , 9 





soulu^) pəpuəjq JOO ||S2O^] 


SOUIU) 994J-9pJULIAA ^994J-UIDJS e SOUIYM) J9I(] « 


SOUIU^) 994J-9pjULIAA +O} Ul 9AIC) 


Aupiqpijoa 9 ujBueujs 10uedng e 


paypajd pup uoa uipjd jo suord() e 
|||. Ald Z W014 ƏPOW e 


"dwa; O} peBp»opg 'souiu? sn|g40|O) 


‘adisap (oaa Anok sof 


Oui v SHAI 


- - RNP-188/03 & TECH/WB/RNP/FGN-07/03, BGE-256, DL-11529/2003, 
BUSINESSWORLD 27 JANUARY 2003 REGD NO. TECH / 47-551 / MBI / 2003, TN/Chief PMG-520/2003 WPP-288, TECH/WB/ 4 
LICENSED TO POST WITHOUT PREPAYMENT NOS. WPP NO. 208/BYC.STG./MBI-400011Tech/WB/RNP-188/LPWP- 18/03 & Tech/WB/RNP/FGN-07/LPWP-FGN-08/03 CPMG/KA/O3 WPP-29 U(C)-192/2003 RNI NO. 3984 









150 years, 50 million 
customers, 65 countries. 
The world’s fourth 
largest" financial group 
and the world's largest' 
life insurance company. 
One global symbol of strength. 






*Source: Fortune Global 500, 2002 





ING 55 Vysya ING 4) SAVINGS TRUST ING $D Vysya 


BANK LIFE INSURANCE 
www.vysbank.com www.ingsavingstrust.com www.ingvysyalife.com 





Rediffusion-DY&R/Bang/ING/BW/04/03 


| | | 
SH | | Vlr 


I usinessworld 


he has no real P Qi 
powers. But that — 

Is only part of 

the story 





ave] aec 


> 
FE 












Cost-cutting device 


In these trying times when profits play hard to get, scaling down costs may be an unpopular move. 
It hits the morale and affects quality. But if your line of business applications are built using Visual 
Studio.NET - the visionary yet practical single comprehensive development tool - you can create 
the next generation applications fast and effectively. REJ studies (Rapid Economic Justification) 
conducted on companies using Visual Studio.NET show that development costs were cut by 58%, 
time to market was cut down by 66%, development staffing requirements brought down by 17%, 
IT support costs brought down by 1996 and a projected ROI (return of investment) in the first year 
of 41596. 

Move to Visual Studio.NET. It will do wonders to the morale. 
















Your best move 


La ata DEI €sodiae vieit www microsoft.com/india/msdn/vstudio. 
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IF ITC's project is a 
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success, it could mark 


the beginning of 


another revolution — 
much bigger than the 


Green Revolution. 


ANMOL PURI, via email 


@ Through its e-choupal initiative, 
ITC is trying to establish its presence 
in the 'rest of India. The Indian 
farmer operates in a hostile environ- 
ment. While all rural marketing is tar- 
geted at his income, none is targeted 


at his costs. So a business model built | 


around decreasing the cost of doing 
business in the farm sector will defi- 
nitely be viable. That is what ITC has 
done through its e-choupals and has 


PUT THEM TO GOOD USE 


Omkar Goswami's concern at the size- 
able foreign exchange inflow (‘Arbitrage 
And Riches’, BW, 20 January) raises some 
interesting questions. Is the nature of 
economic patterns cyclical since it was 
not too far back when the country was 
desperately wooing non-resident Indi- 
ans to bring in their dollars? 

While the Chinese have consistently 
used the assets of their overseas resi- 
dents to usher in economic growth, we 
are advocating short-term interest rate 
reduction to deprive India of riches. One 
wonders why the burgeoning foreign ex- 
change reserves cannot be used for im- 
ports to give an impetus to the sluggish 
economy. 

J.M. MANCHANDA 
Via email 


NOT A HEALTHY PRACTICE 


In the column ‘Companies As Pawns’ 
(BW, 30 December 2002), Ashok Desai 
tries to bring out the fact that business 
families like the Birlas and the Tatas do 
not plan to run their group companies 
well. Instead, they plan to run their em- 
pires well. 

The interesting point to note here is 











emerged a winner. While ITC may 
have done this to reduce its procure- 
ment costs, a broader view ofthe 'rest 
of India' might be required to dis- 
cover stronger reasons to roll out 
such a network. It seems that the 
benefits of information technology 
are finally trickling down to the bot- 
tom ofthe pyramid. 

AMIT GURUNG 

Morena 





that if they do this, not only will their cost 
of capital rise, but it will also prevent 
them from being competitive in the 
marketplace. Misuse of capital may ben- 
efit them in the short run, but in the long 
run it has been proved time and again 
(remember Enron and WorldCom?), 
that it is a vicious cycle which could 
eventually lead to their downfall. 
Perhaps the time has come for them 
to realise that Indian markets as well as 
investors are intelligent and have the 
ability to foresee things. 
PARESH JAIN 
Via email 


CORRIGENDUM 


In ‘Naidu & The Art Of Selling’ (BW, 20 
January), Computer Sciences Corpora- 
tion was incorrectly referred to as Com- 
puter Services Corporation. 


B In Bizquiz (BW, 13 January), we re- 
ferred to Mudra Institute of Communi- 
cation, Ahmedabad, as Mudra Institute 
of Communication and Advertising. The 
errors are regretted. 


Letters can also be sent to 
editor@bworldmail.com 


L 
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59 BIZQUIZ 


65 CASE STUDY What happens 
when the owner of a business 
and its head don't see eye to eye? 


74 EDITORIAL 





8 EQUITY FUNDS Just four months into India and 
private equity fund Caisse de Depot et Place- 
ment du Quebec is already planning its exit. 


12 CORPORATE GOVERNANCE The amendment to 
the Sarbanes-Oxley Act; boardroom makeovers; 
ratings and lots more. 


16 DISINVESTMENT The state of Chattisgarh drives 
down the privatisation path and sells off the state 
road transport corporation. 


18 ECONOMICS 2.0 If only economists were allowed 
to soil their hands a little and experiment more, 
we might perhaps be spared further versions of 
our current telecom regulatory mess. 
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> Dial M For Muddle 


An intrusive minister, an impotent regulator and 
intransigent service providers precipitated one of 
the biggest telecom crises in India till date. Last 
week, Telecom Regulatory Authority of India (Trai) 
chairman M.S. Verma continued fiddling even as the 
interconnect mess blew up in consumers' faces and 
cellular operators squared off against basic service 
providers. But what are the real issues? What is the 
solution? And finally, can Trai actually implement 
the solution? 


26 COMMENT: RANJEEV DUBEY 
Before VAT comes into effect in 
April 2003, the states are trying 
their best to show increased 
revenues by whatever means 
they can. 





28 MARUTI Managing 
director Jagdish Khat- 
tar learns the art of 
dealer maintenance. 


34 REDIFF The portal 
goes in for a major 
overhaul. 


Jagdish 
Khattar 


43 MOST RESPECTED COMPANY 
AWARDS 2003 The bold and 
the beautiful turned out in 
force at the Oberoi Towers, 
Mumbai, to attend BW's spec- 
ial event. A flavour of the shi- 
mmering awards ceremony. 
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Rich states like Gujarat and 
Maharashtra are making a 
bigger mess of their finances 
than other states. Their 
soaring revenue deficits are 
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Should schools be 
sacred places of 
learning or can they be 
run like good business 
models? There's no 
reason they cannot be 
both, as a few private 
schools have shown. 
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50 JOHN NASH Mathematician, 
Nobel laureate, muse of a 
movie — but the noted game 
theorist has many more facets 
to him, as BW found out. 
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52 HANG-OUT Meet six of cy- 
berland's greatest hackers. 
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Aviation informatics helps 
fliers stay in touch. 
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have not met Mr M.S. Verma. "I. | 

By all accounts, he is a very Businessworld 

intelligent man. A career [er 
banker, he rose to become the | 
chairman of the State Bank of In- 
dia, and that is no mean achieve- 
ment. As chairman of India's 
biggest commercial bank, he also 
earned himself the reputation for 
being a troubleshooter and a 
man who could solve problems. 
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So how could a man like that, after becoming the chairman 
of the Telecom Regulatory Authority of India (Trai), allow 
the sector to get into such a mess? 


“Trai has no teeth. It is wrong to conceive of a regulator 
without teeth,” claimed Verma, by way of excuse during the 
course of a two-and-a-half hour interview with senior assis- 
tant editor Rajeev Dubey and assistant editor Anup Ja- 
yaram, who put together the cover story for this issue. But 
Rajeev and Anup think that is only part of the real problem. 
The other half is Verma's inability to shape the discussion 
and debate on India’s telecom evolution. 


Is the telecom mess insolvable? Not really. BW had invited 
representatives of both the Association of Basic Telecom 
Operators (ABTO) as well as the Cellular Operators Associa- 
tion of India (COAD for a debate. Much heat was generated 
by the accusations and counter-accusations of the two war- 
ring sides. But both parties agreed there was a way to solve 
the mess — provided the right leadership was provided. 


To move to a happier topic, the Businessworld Most Res- 
pected Company Awards ceremony went off beautifully last 
week. Turn to page 43 for its flavour. And now I must give 
respect where it is due. The awards ceremony went off so 
well because of the team that 
you see in the picture: deputy 
editor D.N. Mukerjea, product 
manager Ravinder Dang, mar- 
keting consultant Harmeet 
Kaur and events consultant 
Shalini Goyal. 


y 


AVEEK SARKAR) 
CHIEF EDITOR 
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AUTO EXCHANGE 


Driven to the 
scrap yard 


a F you cant fix it in 
m * I two-and-a-half 
d years, you might 
Į" e aswell junk it. So, the 
~~ Indian Auto Ex- 
VE change (IAE), the 
_. business-to-business portal floated by 
. eight auto firms in July 2000, has been 
^ scrapped. At a recent meeting, Mahin- 
_dra & Mahindra, Maruti, Telco, Hero 
Honda, Ashok Leyland, TVS Motor, Ba- 
“jaj Auto and Hindustan Motors decided 
-to scrap it. Despite a smooth start, it was 
stalled apparently by a lack of consen- 
sus among the eight. Sources say the 
two-wheeler firms — Hero Honda, Bajaj 
Auto, and TVS Motor — bickered the 
most. The Indian model may have 
failed, but the global auto exchange Co- 
'visint, floated by global majors, Ford, 
: General Motors and DaimlerChrysler, is 
still on the road. = 
i M. ANAND 













| RELIANCE 
Clinical moves 


AS strikes... tele- 
com launches... 
| what's next? 

-. Don't be surprised if 
Reliance announces the 
first-ever clinical trials 
based on embryonic stem-cell research. 
These cells are special as they can be 
stimulated to develop into any organ 
under proper conditions. 

Reliance Life Sciences had developed 

-. seven lines of embryonic stem cells 

- in 2001 and The National Institute 

of Health, US, had cleared its lines 

for funding. 

Sources say that Reliances clinical 
trials — stem cells will be injected into 
the heart to develop into new muscles 
to replace dead ones — are likely to sta- 
rt by the year-end. "It would be logical 
(for Reliance) to move into the next sta- 
ge, though it would mean phenomenal 
speed of research," says Mitradas Pani- 
ckar, head, stem cell research at 
the National Centre for Biological 
Sciences. 8E 

GINA SINGH 
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ADVERTISING 


Out of breath after 


HE longest account pitch — 

just got longer. In November 

2001, Hindustan Lever put 

up its Rs 50-crore Close-Up 

toothpaste account for re- 
view. Two agency chiefs — Contract's 
Colvyn Harris and Ogilvy's Piyush 
Pandey — made it to the final round. The 
two have been waiting ever since, Lever 
is unable to decide between the two, and 
the suspense is building up. 

Last week, Lever oral category man- 
ager Pradeep Banerjee visited the Con- 
tract office and was closeted with Harris 
for well over an hour. Sources say that an 
anxious Contract team literally waited 
outside the door for the final verdict. But 
it later transpired that all that the Lever 
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executive wanted was, well, 
yet another round of presen- 
tations. (Of course, agency grapevine 
suggests that these presentations may 
not count for much as Ogilvy has al- 
ready been awarded the brand, 
and Contract entrusted with 
product packaging.) 

The race began when 
HLL got tired with HTAs por- 
trayal of ‘fresh breath’ as the 
magnet that brought boys 
and girls together. Since then, 
JWT (formerly HTA) had lu 
failed to reinterpret fresh- 
ness in new and different 
ways. All they had done, 
says an adman who 











MURUGAPPA GROUP 


Outsiders 
in charge 


AST week, the Chennai-based Mu- 
rugappa clan descended on Delhi 
for the Sankranthi Sangeet Utsav — 


the groups annual thanksgiving | 


musical event. Here, one could get a 
glimpse of the transformation taking place in 
the group — the professionals far outnum- 


The Murugappa corporate board 





the pitch 


pitched for the account, is "tell the same boy- 
meets-girl story over and over again." So when 
HLL invited as many as seven agencies — in- 
cluding incumbent JWT, Leo Burnett and 
chlorophyll — to pitch for the account, all it 
was interested in was stunning creative work. 
And that's what it hasn't got yet. 

Sources say choosing between Ogilvy and 
Contract was always going to be difficult. 
"Taking a call on creative was always going to 
be a very subjective decision," says a senior 
pro. Soin true Lever style, it had decided to rely 
on market research to test the mettle of the 


ideas. But now, it isn't clear whether the re- ` 


search has been able to break the deadlock. 
The result: not just one tired brand but two 
very, very tired ad agencies. Li 

M. RAJSHEKHAR 
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bered the family members. 

Patriarch M.V. Subbiah is no longer the 
group chief executive. He has been replaced 
by PS. Pai (the former Wipro vice-chairman) 
as the executive chairman of the Murugappa 
corporate board, a supervisory body. About six 
other family members who were CEOs of over 
a dozen group firms have handed over the 


reins to professional CEOs. Some like Tube In- | 


vestments managing director A. Sarin (former 
Bombay Dyeing CEO) are new faces. But the 
job begun in 1999 is still only half done. 
During the first nine months of 2002-03, 
the Rs 4,200-crore group's agri-income and 
profits dipped 13.2% and 45.5% respectively, 
manufacturing income and profits by 10.796 
and 9.8%. On the other hand, services income 
has grown by 12% and profits by 25.3%. But 
the growth in services 
doesn't make up for the 
slowdown elsewhere. 
While the focus on 
the services sector will 
increase, the group is 
clear that it will retain 
most of its activities in 
the agri (fertilisers) and 
manufacturing (cycles, 
tubes, etc.) sectors. The 
professionals have 
been given the respon- 
sibility of  cranking 
up growth in the diffi- 
cult sectors. Can they 


M. ANAND 
GLOBAL HONOUR 
Davos ahoy! 


OME leaders are born. 
S Some are made. And 
about a 100 are anointed 
every year by the World Eco- 
nomic Forum as its Global 
Leaders For Tomorrow (GLT). 
This year was probably a first à 
for the Indian Civil Services 
— a serving IAS officer will receive the award 
on 27 January at Davos. Naturally, Srivatsa 


|l Krishna — who is on the same list where Bill 


Gates and Tony Blair once figured — is not 
your everyday babu. He topped the civil ser- 
vices exam in 1994 and was part of Andhra 
Pradeshs core IT team till recently. You can 
catch him these days doing his MBA (Krishna 
is on a sabbatical at Harvard) and other ‘rou- 
tine’ stuff like co-authoring a case study with 
Michael Porter. * 
NAV/JIT GILL 
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Worried? 


The US state of New Jersey 
has enacted a law that pro- 
hibits outsourcing of jobs 
to India. Wipro vice-chair- 
man Vivek Paul has also 
warned of "a strong back- 
lash in the US". We spoke 
to key business process 
outsourcing (BPO) industry 
executives to assess the 
impact. 


!^ The law has implica- 
tions for companies that 
deal with the (US) gov- 
ernment. Since we do 
business with private 
sector companies we do 
not consider it a threat 
per se! 


SANJEEV AGGARWAL, 
CEO, Daksh e-Services 


“f The volume of business 
from governments is per- 
haps less than 196 of the 
total pie. Given the small 
size of the business, | don't 
think it's going to make a 
difference anyway' 


P.V. KANAN, 
CEO, 24/7 Customer 


^'| don't think we're 
losing any sleep over it. 
Other US states may 
follow suit and this 
could become a trend, 
but if it remains 
restricted to the 
government, | don't see 
it as making a big 
impact (to our 
company).'' 

SANDEEP AGGARWAL, 


chief marketing 
officer, Intelnet 
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MUTUAL FUNDS 


In through the 
out door 








NDIA'S biggest and 
arguably the best eq- 
uity fund is on the 
block, and the spot- 
light is yet again on 
the churn in the mutual 
funds sector. Alliance Capi- 
tal's equity scheme, which 
has a corpus of Rs 433 crore 
and is run by ace fund man- 
ager Samir Arora, is up for 
sale. So are 12 other sche- 
mes run by Alliance and 14 
schemes run by Zurich Asset 
Management. That adds up 
to 1096 of the private mutual 
fund industry's assets or a 
whopping Rs 7,550 crore! 

With the exit of Zurich 
and Alliance (currently No. 6 
and No. 8 in the market, re- 
spectively), the tally of funds 
that have closed down or 
changed hands in the last 
three years will move up to 
13. According to Value Re- 
search's Dhirendra Kumar: 
“The current churn is a nat- 
ural phenomenon. It is be- 
ing triggered off by global realignments 
in the financial services industry.” 

If the parent of the Indian subsidiary 
is in distress or strained and if the Indian 
operations are not contributing much to 
the bottomline, the parent may take a 
strategic decision to quit. According to 
Morningstar, in 2002, more than 350 

















mutual funds shut down in the US and. | 


another 140 funds merged. 

This churn has had some predictable 
results in the Indian mutual funds sec- 
tor. The top players have consolidated. 
Today, among the private mutual funds, 
the Top 5 funds have cornered more 
than half the market (see 'The Big Five 
Today... The Giants Then’) among them. 
This could move up to 60% if these play- 
ers buy out Alliance and Zurich. 

Says an industry observer: "Size is 
now an important factor of Indian mu- 
tual funds and, therefore, players will 
continue to consolidate whenever there 
is an opportunity." 





. Prudential ICICI 


. Franklin Templeton 


Prudential cick 
Templeton India 


Data as on 3i December 2000 


Source: Value Research 


To understand why, consider this. 
Most Indian private sector mutual funds 
have a larger proportion of fixed income 
schemes than equity schemes. For in- 
stance, nearly all of HDFC's and Stan- 
dard Chartered’s funds are debt 
schemes. More often than not, these 
schemes attract large corporates, who 
move their treasury funds in and out of 
these very quickly. Given the fact that 
most income funds offer similar returns, 
there is no incentive for a corporate to 
stick to any particular mutual fund. 

Which is why mutual fund compa- 
nies usually give incentives to corpo- 
rates to park their money in their 
schemes. The bigger the size of the fund, 
the easier it is to subsidise selling costs. 


| Which is also why Alliance, with its lucr- 


ative equity assets, is such an attractive 
buy for any other fund house. 
Inevitably, the race to capture mar- 


| ketshare and grow bigger is hotting up.Bl 


T. SURENDAR 
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Tested Products, Trusted Name 


Thirst for winning never ends 





The prestigious Brand Equity Award for the year 2002 by 
PHDCCI is awarded to Hamdard's Sharbat Rooh Afza in the 


SHARBAT lel 
category of Highly Successful Indian Brand. Quite a refreshing ROOH AFZ, A 


recognition to millions of Indians who made this possible and who 


still swear by the name Hamdard. Aur ek ho j ay e. 











THE RATING SCORECARD 





Companies rated so far Rating agency 
: HDFCBank CRISIL 
S OW O las ISOLA o CRISI 
CRISIL 
EN the Naresh Chandra committee on corporate governance CRISIL 
made its report public, the first ones to squirm in the seats were, sur- ICRA 
prisingly, the multinational companies (M NCs) . Chandra suggested r "um ma ICRA 
that there should be at least 5096 independent directors on the boards of all NM —— —— — ——— 
listed firms. Though Indian firms didnt flinch at that, the MNCs were uneasy. Godrej Consumer ICRA 


Taking up the MNC cause is K.N.Shenoy, vice-chairman, Volvo India, and 
the head of the Confederation of Indian Industry's MNC council. “MNCs typi- 
cally hold a majority stake ...so they would like to have a majority control of 
the board. If the global parent takes a decision and the independent directors 
in India oppose it, the parent will not be able to have its say,” says Shenoy. Is : 
that argument justified? We think not. The very purpose of having 50% inde- Who 1S the 
pendent directors on the board is to ensure that no single group of majority , 
shareholders can dominate the board and the interests of minority sharehold- faire St of em All? 
ers are also considered. If Azim Premji, with an 80%-plus equity stake in Wipro ; 
is okay with having a board 50% of whose directors are independent, there is 
no reason for the MNCs to complain. Interestingly enough, the Sarbanes Ox- ( ORPORATE governance ratings 
ley Act (the US equivalent of our own Naresh Chandra committee) lays down are undoubtedly the flavour of 
stricter norms for US companies. The MNCs are complying with the US the season. The Securities Ex- 


statute. So, are we to assume that MNCs believe that Indian shareholders can change Board of India (Sebi) chairman 
make do with lower governance standards ? G.N. Bajpai is gung-ho about it, two rat- 
M. ANAND ing agencies have invested a lot in de- 


veloping the required methodology and 
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At ICICI Bank Credit Cards, we understand 
that you cannot wait to celebrate in style. 
And, that's why we bring to you an 
innovative EMI scheme, on the Credit 
Card, that’s yours hassle-free. 
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Bi Shop for jewellery, durables or anything else, 
as you normally would, with your credit card. 
E And, call us within 7 days with a request for 
your purchase to be converted to EMIs. 
That's it. No paperwork. No documents. 

No cheques. Just one phone call. 


: = "st 
Conditions apply. Scheme available for purchases over Rs. 3500. Approval at the sole discretion of ICICI Bank. 


Call now: Bangalore 532 5454 * Chennai 2435 4350 * Delhi 2430 8000 * Kolkata 2253 9999 * Mumbai 





Note 


Rating” GVC — Levels 1-6, where Th um bs | 
GVC level 1 Level 1 indicated d | 
SIs he hen highest governance own | 
GVC level 1 standards, 2 indicates SHOULD 
... GNClevel 1 highandsoon GOVERNANCE 
GVC level 2 CGR - Ratings ona RATINGS BE 
CGR 2 scale of 1-6, where 1 MADE | 
CGR 4 indicates the best MANDATORY? | 
CGR2 governance, and 6 the That question will 
worst come up for exten- 
sive debate over — . 
a handful of corporates have volun- the next few mon- | 
teered to be the guinea pigs. ths. The Securities | 
But do these ratings really matter? and Exchange Boa- | 
Adi Godrej, chairman, Godrej Consum- rd of India (Sebi) 


er Products, who just got a CGR2 rating 
from Icra (See ‘The Rating Scorecard’) 


chairman G.N. Baj- 
reckons that the entire exercise — insp- | 


pai, believes that 


ection of records, review of processes, such ratings ought | 

meetings with directors, auditors and to be made compul- - 

ie p aspan of six weeks was sory in due course. | 

5 hee bean But for now, not too | 

He is convinced that over time, such rad | 

ratings will bolster investor confidence. OP og tas be ahaa r 
about that. 


Expect more companies to join the 
party then. 





sith just one call. 


int EMI on Call’. 


> 











B ‘EMI on Call’ is so easy on the pocket. 

B EMI of just Rs. 917 for a loan of Rs. 10,000 
for 12 months! So from now on, do it the 
ICICI Bank Credit Cards way. Shop. Call. 
And, relax. 


Buy now, pay later has never been easier. 








* For all cities: 1-901-333-444 (landline dialing only) 


| ciated and accepted first, before 


| PK. CHOUDHURY, MD, ICRA 
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| don’t think corporate gover- 
nance ratings should be made 
mandatory now. When compa- 
nies come forward for a rating..., 
that (will be) a good indication 
that they are serious about it” 


R. RAVIMOHAN, MD and CEO, CRISIL 








if 
These ratings have to be appre- 


they can be made mandatory. 
Even credit ratings were started 
off on a voluntary basis" 





“No, (they should not. But) we 
feel that the ratings will definitely 
help in enhancing investor confi- 
dence and ultimately (lead to) 
greater investor protection" 


ADI GODREJ, chairman, Godrej 
Consumer Products 
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for a hot market 


ARISTA Coffee Company is not 
listed on any stock exchanges. It, 
therefore, does not have to con- 














Amit Judge, 


P Chairman a firm to any of Sebi’s corporate gov- 
| / Barista y ernance norms. Yet, the company 
| l could be a role model. Here are three lessons 
ee i to learn from the Barista board. 
R. Krishna Bring in independent directors: One- 
Kumar, D.S. Brar, third of board consists of independent direc- 
Chairman, Tata MD, Ranbaxy tors. Better still, there is only one executive di- 


rector on the board — managing director Ravi 
Deol. This ensures a clear dividing line be- 
tween the management and the board. 


Coffee 





Homi A T Ensure they have a clear role: A few 
Khusrokhan ariq Ansar, months ago, Deol went to D.S. Brar, managing 
i MD, Mid-Day director, Ranbaxy, for some advise on build- 
MD, Tata Tea ing Barista into an international brand. He 
E came back to the Barista board with Brar in 


manea 


"Faas port AANA Decal Vao aAA 


tow. Deol had figured — correctly — that Brar 
could add alot of value. Similarly, Mid-Day 
managing director Tariq Ansari brings in an 
excellent perspective on the media and how 
Barista could use it effectively. 

Let them have their say: Brar and Ansari 
are no rubberstamps. They play a critical role 
in boardroom debates — Deol encourages 
them to. For example, Brar was instrumental 
in the board passing a resolution, which said 
that Baristas ED ratio should never 
exceed 1: 1. 
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That's the g ga 


E — plug. The IDF has been setup ySh 
5: Cangapdhyay popet the 





| ITH the Budget ne nearing, micro- TW 
economists are giving advice to [d 
nance minister Jaswant Singh — | . dic questions li 
trim import duties on pseudo ephedrine hyd- | < the taxon say, 
rochloride, cut sales taxes on Western style _ gopadhyay. “| 
loos, hike excise on imported perfumes: 2: . questions. like 
. Unfortunately Singh, like his predeces- 2 enue frome dir 
= sors, isn't getting any real inputs onthe ^ : , enue rise? If so 
': broader dilemmas of economic policy. For crease tax rate 
E example: should he compromise on fi scab 5| 
: discipline and go for higher mony 





TA VINASH CELESTE : 





LAA A TENTS OME TRE NEW BCÉYNTYNMEV BUSINESSWORLD 3 FEBRUARY 2003 


Cc 22? 
You 'ue lost your head! 


€ 


( very one fold him so when he was about to produce 
Sambari Amrita . A plan that went on to make histor Y. 
from Oaalgiral | lo JWahatma vs. Gandhi . 
each play vindicatles fis passion 
for elici! ing the per fec 12777. forman '@. 
y TOZ / Dan. 
he defines lhe spirit of lhe (rue achiever 


and is the proud recipient of 


f y ? y, ; F: - : . | r l f Y { A 
lhe Jeacher’s Achrevement! Award d E | | Gi | AT) 


ACHIEVEMENT AWARDS 


for: excellence tn lheatre for Whe year WD? Genuine quality speaks for itself. 


Cwery year the seacher's Achrevemen! Award brings to the fore winners from am array of genres 


Cplrepreneurship, photography, scrence, performing arts, architecture to name a feu. Different fields. Ine gualily 








DISINVESTMENT 


Chattisgarh 
shows the road 


HAT do you 

do when you 

inherit a 

loss-making 

enterprise? 
You turn it around or shut shop. 
Chattisgarh has chosen the sec- 
ond option with its state transport un- 
dertaking. In the process, it has become 
the first Indian state to privatise inter- 
city state transport services. 

“We believe that anything that can be 
done more efficiently by the private sec- 
tor should be left to the private sector," 
says Ajit Jogi, chief minister, Chattisgarh. 

Jogi and the state government inher- 
ited a decrepit transport system from the 
Madhya Pradesh State Road Transport 
Corporation (MPSRTC). The 2,700-odd 
employees hadn't been paid for eight 
months. Under the old system, the state 
was losing Rs 6.50 on every kilometre its 


buses travelled and over Rs 1 crore every | 


month on its transport services. What's 
more, only 282 of the transport corpora- 
tion's 455 buses were plying and only 110 
of these were less than two years old. 








significance as state transport 
undertakings across India 
struggle with mounting losses, 
ageing fleets, pilferage and cor- 
ruption. "States are close to 
bankruptcy because of losses 
piled up in two sectors, transport under- 
takings and electricity boards," says a 
Chattisgarh official. 


The losses made by Chattisgarh's | 


transport undertaking were caused pri- 








Chattisgarhs move assumes | 





marily due to illegal operations by pri- 
vate operators and widespread corrup- 


. tion within the bureaucracy. Take the 


Raipur to Jagdalpur inter-city route. The 
private operators, running 70-odd buses 
a day on this route, would take 60% of 
the load. The MPSRTC, which ran 35-40 


|! buses on the route, scrambled for the re- 


maining business. Meanwhile, the 


| losses on even these routes had begun to 
|, mount because of pilferage. 


Now that has changed. The staff and 
assets of the state's transport corpora- 
tion have now been transferred to the 
Chattisgarh State Infrastructure Devel- 
opment (CSIDC). Nearly 1,200 of the 
2,704 employees have opted for volun- 
tary retirement. With private operators 
running inter-city operations, the state 
government hopes to convert its losses 
into significant revenues by way of li- 
cence fees. The state has already earned 
Rs 15 crore by issuing permits to private 
operators. "The worst hit would be the 
private operators who were 
earlier making monopoly 
profits,” says Shailesh Pathak, 
managing director, CSIDC. 

The state government ex- 
pects that the problems of 
ageing fleets, rank corruption 
and poor service will now be 
resolved. Whether that hap- 
pens remains to be seen. But 
for now Indian states could 
well benefit by keeping a close 
watch on the Chattisgarh 
experiment. E» 

RANJU SARKAR 


DINESH KRISHNAN 





-Offbeat How to change your accent in 21 days —— 


ERALITES are ‘zimble’ 
friendly people, even 


Kerala, the government has 
invested Rs 2.5 crore in set- 


ited six colleges in Kochi, 
pitching the programmes. The 


| for revenue sharing with the 
| private parties (a 3-week 


i 





K 


if their accent may at 
times make you ‘jemb’ out 
of your skin. They go to ‘kol- 


has its way, the sing-song 
mallu accent will be elimi- 
nated in three weeks flat by 


ting up a 20,000 sq ft facility 


__ in Kochi which comes fitted 


. with everything: power ca- 
lege’ to get ‘an yem-bee-ae'. - 
If the Kerala government | 


. ing and so on. 


| rything it can to catch 


an accent neutralisation pro- 


gramme. Private IT educa- 
tion and training firms like 
the Mumbai-based karROX 
Technologies have been 
roped in. To get karROX into 


. neighbours, Karnataka, 
. Andhra Pradesh and 

. Tamil Nadu, for a share 
. ofthe IT and ITES action. A 
.. karROX team has already vis- 


bles, AC, audio and 
video devices, network- 


Kerala is doing eve- 


up with its illustrious 








first batch will start in the first 
week of February. | 
Kerala's new accent on | 
ITES is so urgent that it is not | 
even asking | 
| 


ANTHONY LAWRENCE 
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' course could cost around Rs 


4,000). It only wants to in- 
crease awareness among 


_ the locals on the job oppor- 
| tunities that call centres pro- 


vide. Says IT minister PK. 
Kunjalikutty: "Several com- 
panies like GE, Global. Tele- 
systems, Reliance and 24*7 
are keen to invest in Ker- 
ala." Now it is jest a zimble 
question of losing the 
accent. 5 
MITU JAYASHANKAR 
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The aluminium centric state-of-the-art manufacturing facility at Teksons is a fusion of man, 

equipment and technology. Experience and expertise are backed by top-of-the-line 

accoutrements to produce a wide range of world class products. A priority at Teksons, 

since inception. 

Immense in-house R&D and teamwork are the key to this successful venture. And has been Pa" 
rewarded with continuous orders for export, OEM and aftermarket. Right from day one. à 
Moreover, numerous customer oriented developments are at different stages of 
implementation. These are guaranteed to provide them the cutting edge over competition. 
We are sure, the future will etch them in gold, as we continue to surge ahead of time and 
customer expectations. 


SN 
Also available OE & OE Replacement Copper-Brass Radiators leksans Lid. 


for Light, Medium & Heavy Vehicles Kolshet Road, Thane 


For OE requirements contact Email: teksons&bom8. vsnl.net in The world even 
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- root — market design. The insights of game theory and ex- 


NIRANJAN RAJADHYAKSHA — — 


LET THEM EXPERIMENT 


ODERN economists resemble medievaldoctorsin | deregulation of its electricity market, which he says was a 
one important aspect — they are expected to only failure of market design. Even if we ignore the fact that the 
observe and analyse. Did youknowthatdoctorsin | power companies colluded to rig the markets, there was 
medieval Europe could prescribe medicines but bound to be trouble ahead. Electricity consumption is 
were not allowed to perform surgeries? That was | unique in the sense that we know how much we have spent 
the job of the barbers, because they were supposedtobe | only at the end of the billing cycle. A deregulated market is 
deft at handling scalpels and blood. even more confusing, since prices change by the hour, de- 
It seems an absurd arrangement today, and one we | pending on supply and demand. How much, for instance, 
would never tolerate. Perhaps it's time economists, too, | willl be paying to run the air-conditioner? Without a proper 
were allowed to soil their hands a bit. A new generation of | idea of the price at which they are consuming electricity, 
economists is trying to do just that. If their pioneering work | consumer choice is a sham. 
gets wider acceptance, we could be spared, among other California's utilities nearly went bankrupt because 
things, further versions of our telecom regulatory mess. wholesale providers of power charged them far more than 
The past decade has seen a new type of economics take | what the regulators allowed them to charge consumers. 
One way out would have been a system where power can be 
perimental economics have been used byeconomiststo | interrupted. You can tell the power company that once the 
design and build markets from scratch. In other words, price of electricity goes beyond a certain level during the 








economists have started behaving like engineers day, the AC should be switched off but the fridge 
— rather than like practitioners of a pure science. should be left running. (The knowhow to install 
“Just as a civil engineer applies the princi- such a system is already available.) A well- 
ples of physics and mechanics to design designed market should, like a natural 
bridges, economists apply principles of market, take into account consumer 
. economic analysis to design exchange IF ECONOMISTS ARE preferences, technology choices, so- 
Enn writes Berkley gone, ALLOWED TO SOIL THEIR cial kapia we agama ma 
mist arian in a recent article. tions. Game theory and controlle 
In 1994, a group of game theorists HANDS A LITTLE, WE COULD experiments are needed to take all 
helped the Federal Communications BE SPARED FURTHER this into account. Markets are far 
Commission design the US spectrum more than just free prices. 
auction that helped spur the telecom VERSIONS OF OUR TELECOM While market design is gaining ac- 
revolution. Around the same time, ceptance in the West, there is little evi- 
Harvard economist Alvin Roth wrote a REGU LATORY MESS dence that either our government or our 
famous algorithm that helped create an companies have any idea about its uses. 
online labour market for American doctors. We have had several failures in deregulation 
Design economics has attracted a lot of attention and reform. In the stockmarkets, for example, the 


since then, especially because all sorts of new markets | ingenious badla system had evolved over decades. It was 
are being created. These include consumer auction sites, suddenly banned. All sorts of alternatives were tried out, 
B2B marketplaces, bandwidth markets and interconnect but we are still struggling to introduce an efficient futures 
clearing houses for global telecom companies. And unlike | market. Investors have suffered. 
traditional markets which have evolved through trial and Of course, the biggest failures have been in telecom. 
error over the centuries, these new markets have had to be ^ Right from the first auctions in 1994 to the current intercon- 
put in place in the course of a few short months. nect imbroglio, the telecom market in our country has been 
To ensure that these markets are sound, they are tested | opened up in a very haphazard manner. Those in charge of 
by a new tribe called experimental economists. Whatdo | telecom do not seem to have even heard about game theory 
they do? “We take propositions of economic theory andtest | orexperimental economics. What does one say about a sys- 
them with real people in controlled settings,” says Vernon | tem which consults judges on telecom, but not economists? 
Smith, who was awarded the 2002 Nobel Prize in economics But design economics is coming into its own. In the de- 
"for having established laboratory experiments as a toolin veloped countries, the situation is a bit akin to the year 1745, 
empirical economic analysis, especially the study of alter- | when doctors were allowed to perform surgeries in Eng- 
native market mechanisms". It's the same theme once | land. What about India? Here, the barbers are still in charge. 
again: the economist as an engineer. Pees ee. MMe elus LOT AST LOBNSGBBOMES vi. USE RE 
.Smith has been a vocal critic of California's botched The author can be reached at niranjan r&hotmail.com. 
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HAT is a government's guaran- 
W tee worth? Not much, it would 
seem, in Maharashtra where fi- 
nancial institutions (FIs) have 
-W decided to attach the offices of 
or bureaucrats in Mantralaya, the 
it of power, to recover loans guaran- 
eed by the state government. It is a sign 
he times that FIs have had to resort to 
cha move to force the government to 
e good on its promise. Not that it is 
elping the creditors: the government 
ays it is too hard up to pay. 
|. Desperation is in the air as FIs like 
e Industrial Development Bank of In- 
a (IDBI) and the Industrial Finance 
orporation of India (IFC) pile on the 
ssure, They have sought to attach the 
e government's treasury itself and its 
account with the Reserve Bank of India. 
seems a rather extreme step for the re- 
very of Rs 50.69 crore owed to them by 
ne co-operative sugar factory? But 
rly the creditors want their money 
ut before the storm breaks. The Fis 
re been trying hard to invoke a Rs 500- 
re guarantee issued by the state after 
0-odd sugar co-operatives defaulted on 
terest payments. Since then, the gov- 
ment has changed and a new lot of 
litical bosses are sitting in Mantralaya. 
But new chief minister Sushil Kumar 
inde will soon find that all of Mantra- 
a is in hock. At the end of the last fis- 
, Maharashtra had guarantees out- 
nding for a mammoth Rs 54,904 crore 
tit might turn out to be worthless pa- 
er. Credit rating agencies have recently 
wngraded the bonds issued by special 
'urpose vehicles (SPVs) in the irrigation 
ector to default category for slipping up 
n interest payments — a huge blow for 
; state that prided itself on being the 
st-run in the country till the mid-90s. 
has gone scurrying to the World Bank 
the hope of a quick-fix solution, while 
ll doling out largesse to special interest 
oups like the sugar and spinning co- 
eratives and cotton farmers, apart 
m the usual subsidies. 
. Maharashtra's fall from grace has 
arked a tectonic shift for finance min- 
try officials in Delhi. The fact that 
rontline states like Maharashtra and 
ujarat are going the way of poorly man- 
aged smaller states is throwing up new 
concerns — and challenges. States have 
been liberally extending guarantees to 
SPVs whose capacity to service debt is 
virtually nil. Five of the larger states — 
ndhra Pradesh, Gujarat, Karnataka, 
harashtra and Tamil Nadu — to- 
gether account for almost 50% of the ag- 
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Rich states like Gujarat and 


gregate guarantees and are likely to face 
devolvement of about Rs 5,400 crore this 
fiscal. Credit rating agency Crisil believes 
states may shell out Rs 44,200 crore in 
the next five years as many parastatals 
that floated bonds are likely to default on 
their repayment obligations. 

For North Block, the sagging fiscal 
profile of the rich states, is turning into a 
nightmare, and not without reason: 

li Gujarat's revenue deficit is accelerat- 
ing rapidly. From Rs 591 crore in 1996- 
1997, it went up to Rs 6,302 crore in 2000- 
2001 and notched its biggest growth of 
6.4895 the following year when the 
deficit ballooned to Rs 8,325 crore. The 
budget estimate for this fiscal is Rs 5,470 
crore, but North Block is betting on a fig- 
ure closer to Rs 10,000 crore 

B Maharashtras finances are under 
even more stress. Although the slide in 
revenue appears to have been halted, 
the state is sitting on a huge fault line. Its 
stock of debt at Rs 74,055 crore is more 
than fourth of its gross state domestic 
product (GSDP) while its consolidated 
debt of Rs 128,959 crore in 2001-2002 is 
nearly 45% of its GSDP. 

li Tamil Nadu began 2001-2002 with nil 
cash balance, a Rs 242-crore overdraft 
from the RBI and unpaid bills of contrac- 
tors and suppliers adding up to Rs 700 
crore. The government had no cash bal- 
ance for 294 days in the year, forcing it to 
take the ways and means advance and 
overdrafts for a total of 74 days. 

"These are ticking bombs," worries a 

senior finance ministry official. Al- 
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though Maharashtra has initiated reme- 
dial action, Gujarat has made light of 
Delhi's fears that it will become insolve- 
nt. "The government doesn't appear to 
take its finances seriously," complains 
the official. Attempts by BW over the past 
three weeks to speak with Gujarat fi- 
nance minister Vajubhai Vala proved | 
fruitless. The response from Gandhina- 
gar was that Vala had still not been allot- 
ted an office or telephone lines! 

Part of the problem with Gujarat is 
the overhang of the costly Sardar Sarovar 
Project (SSP) and loans taken in the af- 
termath ofthe killer quake, coupled with 
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Maharashtra are the main worry now 


its inability to rein in subsidies. These are 
primarily the huge power sector losses 
— Rs 2,534 crore in 2001-02 — and irri- 
gation losses, which, at Rs 1,500 crore, 
were double the projection. Besides, 
theres no end to the populist pro- 


grammes in a state which has a debt of | 


41% of its GSDP Just before the elec- 
tions, chief minister Narendra Modi an- 
nounced seven new programmes that 
would add Rs 325 crore to the outgo. Last 
week, he said that he would pay Rs 870 
crore to investors who had lost money in 
the co-operative bank scandals. 

Can Gujarat afford this largesse? Go- 








ing by the concerns expressed by the 
Planning Commission, it cannot. The 
states gross fiscal deficit (GFD) has 
soared from Rs 6,792 crore in 1999-2000 
to Rs 10,019 crore in the last fiscal. The 
share of revenue deficit that was 5396 of 
the GFD in 1999-2000 is likely to be a bal- 
listic 84% when the final figures for 2001 - 
2002 come in, the commission warns. 
There's more bad news. The wages 
plus pension and interest payment will 
eat up as much as 62% of the total rev- 
enue receipts (TRR) for Gujarat this year. 
This is the core concern for North Block, 
which says that the state's revenue 


LOANS And GUARANTEES 


Debt as a 
% of GSDP 


Stock of 
debt 





Guarantees 
outstanding 


Consolidated debt 
as a % of GSDP 


Consolidated 
debt 
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41,666.27 2869 15,715 | 6047527 4163 

950205 | 7175 3,061  1,14843* 90.49 
38,729.06 — 30.16 17298 4771137* 40.31* 
74,055.47] 25.83 48,936 12 44.98 
38,717.38 | 4322 11924 57.68 
38,944.96 —— 24.82 12,388 30.95 
97,437.34 | 4432 7,541  91,986.19* ^ 44.97 
65,624.00 42.04 6,982 73,265.00 46.94 


Source: Ministry of Finance 
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deficit as a percentage of TRR has been 
shooting up since 1998 when it was just 
9.15%. Last year, according to revised es- 
timates (the actuals could be far higher) 
it had touched an untenable 46.7296. As 
a result, the interest payouts on account 
of increased borrowings have been ris- 
ing alarmingly. Even a notoriously mis- 
managed state like West Bengal has 
been able to slash its revenue deficit to 
47.496 of TRR from 90.9596 in 1999-2000, 
point out finance ministry officials. 

Gujarat is not the only issue. The 
overall fiscal deficit of the states is creep- 
ing up again. The deficit of 28 states, 
which had fallen from Rs 88,714 crore or 
5.0596 of GDP in 1999-2000 to Rs 85,857 
crore (4.53%) the following year, has 
climbed to Rs 99,776 crore (4.82%)for 
2001-2002. It is unlikely, therefore, to re- 
main at the budget estimate of Rs 93,025 
crore (4.13%) for this year. When the ac- 
tuals come in, it could be way over the 
limit, analysts fear. 

The nub of the issue is that bloated 
governments have led to a fiscal crisis of 
staggering proportions. The problem 
has been aggravated not only because of 
the unbridled growth of non-productive 
expenditure but also because of the lack 
of political will to raise both tax and non- 
tax revenues. The states' own tax rev- 
enue has remained stagnant at around 
5.496 of the GDP during the 1990s, while 
their non-tax revenue as a percentage of 
GDP has been dropping steadily. 

As a way out, some states have gone 
in for reckless borrowing from FIs such 
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as Nabard, LIC, Hudco and IDFC. Reck- 
less because too many chickens are 
coming home to roost. Maharashtra, al- 
ready reeling from the default by co-op- 
erative sugar and spinning mills that has 
earned it notices from debt recovery tri- 
bunals, is facing a fresh demand. Just 
two weeks ago, Nabard alerted the gov- 
ernment about dues of Rs 750 crore that 
it had lent to land development banks 
(LDBs). Maharashtra was forced to liqui- 
date 15 of these LDBs as they were huge 
losses, and the issue of Nabard's dues is 
set to snowball into yet another crisis. 

Another major source of fiscal im- 
balance for states, and one that is not re- 
flected in the budgets, are the losses in- 
curred by public sector undertakings, 
chiefly the state electricity boards 
(SEBs). In 2000-2001, the estimated 
losses of SEBs was over Rs 26,000 crore, 
of which only Rs 6,000 crore was taken 
into account by the states. Although SEB 
losses account for 1.2% of GDP, only 
0.296 is shown as explicit subsidies. 

The result: state treasuries are empty 
and remain closed often. Manipur is a 
classic example. During 2001-2002, the 
treasury was shut most of the time with 
320 overdraft days. In a month, the trea- 
sury was open just 2-3 days, resulting in 
a panic-driven scramble for payments. 

Assam fared just a little better with 
280 overdraft days in the year. The state 
spends 9096 of its budget on salaries and 
has no money left to provide basic ser- 
vices to the people or to invest in devel- 
opment projects. Among other things, 
its outgo on the medical expenses of its 
400,000 employees and their 1.6 million 
dependents is significantly higher than 
the provision it makes for the remaining 
25 million citizens. With a monthly over- 
draft of Rs 200 crore, it cannot even mo- 
bilise 1096 of the funds needed to take 
advantage of the many Centrally spon- 











World Bank economist Vinaya Swaroop 
(L) says there are no easy options for 
Maharashtra. Kerala CM A.K. Antony 
believes plans have to be realistic 


do? In simple terms, states have been 
advised to downsize government, re- 
duce subsidies, go in for disinvestment 
and adhere to stringent fiscal discipline. 
But that's easier said than done. 
Maharashtra, slapped with one 
downgrade after another on its bonds 
and debt issues, has sought the help of 
the World Bank to suggest a way out of 
the morass. Jayant Patil, finance minis- 
ter in the just dissolved government, told 


—& BWthat the bank had been brought in to 


sored development schemes that have a | 
90% grant component. Not only is the | 


per capita income way below the all-In- 
dia level, it is the only major state to have 
shown an increasing graph of rural 
poverty over the last four decades. 

"Government exists for itself," notes 
a senior Planning Commission official, 
"because most ofthe plan is loaded with 
salary and administrative expenditure, 
whether it is education, health or irriga- 
tion." Thanks to the Fifth Pay Commis- 
sion’s generous recommendations on 
salaries, almost all the states are finding 
it difficult to pay their staff. The total 
salary bill of all states crossed Rs 100,000 
crore, or 596 of the GDP in 1999-2000, 
which means they have precious little to 
spare for capital expenditure. 

Fiscal deficit is just one of several is- 
sues that governments have to address. 
There is the issue of controlling expendi- 
ture coupled with the need to enhance 








revenue and, lastly, the problem of qual- 


ity of the deficit. But given the con- 
straints, what can fiscally-stressed states 


"provide an objective view of the state's 
finances" and to find out if Maharashtra 
had the wherewithal to finance and 
maintain new Bank projects. 

The report is thorough but its finding 
that a crisis is brewing in Maharashtra 
has not added in any significant way to 
the state government's understanding of 
the nature of the problem. In fact, the 
Bank has lauded the MoF's medium- 
term fiscal reform programme (MTFRP) 
as a comprehensive package that 'could 
end the recent fiscal deterioration and 
help the state to climb back on the path 
of high growth and poverty reduction". 

World Bank lead economist Vinaya 
Swaroop, who led the team on Maha- 
rashtra, says the problem is whether the 
state has the political courage to go 
through with the corrective measures. 
"Maharashtra is facing tough choices 
and there are no easy options. Time is 
running out. It needs to do more to help 
all stakeholders, specially the poor. 
That's the basic message of our find- 
ings." According to Ranjit Bannerji, joint 
secretary in the ministry of finance, who 
monitors the MTFRP that holds good for 


Maharashtra's SUBSIDY Drain 


Subsidies and other spending per beneficiary, 2000-01 
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IETF 2003, the ideal ae for structured B2B 
interfaces between technology and business leaders 
representing a wide cross-section of global enterprise, 
business networking, technology assessments, exposure 
to ‘best in class’ practices, strategic partnerships, vendor 
development and international benchmarking. 


All under one roof, from all over the world. 
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BIOTÉCH INDIA 


1st international exhibition and conference on Biotechnology 
Contact e-mail : g.k.raman G ciionline.org 


ENTERPRISE 2003 


11th exclusive exposition for small enterprises 
sub-contracting & support services 
Contact e-mail : m.ravindranathan @ciionline.org 
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2nd complete air-conditioning, refrigeration, 
heating and ventilation industry fair 
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Loans & LIABILITIES 


all states. Although it is gener- 
ally felt that Maharashtra is 


better placed to undertake MAHARASHTRA T 
the reforms and needs to set 1993-94 1999-00 2000-01 2001-02* 2002-03 
i i faster be- | : i ; 
sconto stant SEM a GSDP 113,320 | 240224 | 264246 | 28607 | 315,3 
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tor of the Institute for Social Nothing to GT as a 9o of GSDP 16.54 | bx gp. 25.83 : 26. 
i 2 1 Grand total includes loans from Centre, provident funds, reserve funds and deposits 
E EE EVEA eiat smile about - Revised dines ** Budget estimate Figures in Rs crore except where stated otherwise 
take structural adjustment 
loans from multilateral lend- GUJARAT 
ing institutions to overcome 1993-94 1999-00 2000-01 2001-02" 2002-03" 
their fiscal problems could be : 
barking up the wrong tree. AP. GSDP 48,990 : 107,606 | 118,367 | 128,428 : 141,271 
Karnataka and Uttar Pradesh Internal debt 1,132; 4,021: 11,669 : 17,272 | 22,782 
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cal reforms undertaken by 
them have failed to address 
the fundamental issues of tax 


reforms, public expenditure restructur- | 


ing and reforms of SEBs satisfactorily." 
He says that unless these issues are ad- 
dressed immediately, there will be fur- 
ther deterioration in state finances. 
"The saleability of reforms is diffi- 
cult. On paper, states indicate they will 
undertake hard reforms, but we're not 
always sanguine," admits Bannerji. So, 
the MTFRP uses a carrot-and-stick ap- 
proach to get states to trim their deficits 





* Revised esimate 








** Budget estimate 


and make debts sustainable. The pro- 


gramme of fiscal consolidation will be | 


on for five years starting 2000-2001. 
Although states have been allowed 


some flexibility in drawing up belt-tight- | 


ening measures, the MoF insists on a 


single monitoring objective. States have | 
to ensure a minimum 5% improvement | 


in the revenue deficit as a proportion of 
their revenue receipt each year in order 
to benefit from the incentive fund of 
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Rs 10,607.72 crore provided unde 
States Fiscal Reforms Facility. So fa: 
states — Karnataka, Kerala, Man 
Nagaland and Orissa — have signe 
MoU on agreed fiscal goals and mor 
in the process of doing so. 

There are other signs of hope, 
While Maharashtra has initiated a s 
of measures to contain salary-relate 
penditure, and is chipping away at 
merit subsidies, some states have b 

to make fundamental changes oi 
fiscal front. Kerala, which is provi 
be a model reformer, believes the [ 
lem should be attacked where it sta 
says a more realistic assessment 
source mobilisation should be ma 
tory before formulating annual pla 

Chief minister A.K. Antony toli 
last year that the annual farce ol 
hancing plan outlays without any ! 
ence to the funds should be sto 
immediately. "There should be a 
assessment of the resources that s 
can raise when fixing the plan o! 
The plan sizes that have been foist: 
states are not viable and have 
added to the debt servicing burde 
is also a violation of the trust the p: 
have reposed in an elected go 
ment," he declares. 
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HAT the introduction of value-added tax (VAT) is go- 

ing to further worsen the financial health of some 

states is now well-known. What is not so well-known 

are the coercive practices being adopted by them in 
preparation of VAT. 

During the torturous process of persuading state gov- 

ernments to accept VAT, states that ‘trade’ more than manu- 

facture said they would lose out because of limited ‘value 


A addition’ within their territories. The Centre addressed this 


issue by offering them assistance for a period of time based 
on a weighted average of their revenue collections over sev- 
eral previous years. With VAT looming on the horizon, these 
states are now hell bent on maximising collections at any 


cost. The tragedy that is unfolding as a result is not merely a 


national scandal but is going to clog the courts for a decade. 
Lets talk specifics. When Madhya Pradesh and Ra- 


. jasthan realised that VAT was a reality, they put pressure on 


. ing all inter-state sales made by these 


payable. Collections went up. 


their sales tax departments. In response, these de- 


partments started to peremptorily reject tax re- 


turns of companies that they perceived had 
deep pockets and passed orders subject- 


companies to local sales tax. 

This compelled these companies 
to file appeals and to do so, they 
made mandatory pre-deposits of 
part of the amount assessed as 


It does not end there. Now that all 
inter-state sales had been treated as lo- 
cal sales, departments employed this 
‘information’ to unleash a spate of raids on 
these companies. These raids revealed noth- 
ing but they provided a basis to reopen assess- 
ments going back eight years. Departments have gone 
through the motions of adjudication but in case after case, 
they have passed adverse orders for this entire period and 
issued show-cause notices requiring these companies to 
explain why they should not pay penalties. Companies are 
compelled to file appeals and yet again make further pre- 
deposits of parts of the amounts assessed as payable. Col- 
lections have gone up some more. 

In turn, when these assessment orders, fresh or re- 
assessed, come up in appeal, the adjudicating officer does 
not see why he should jeopardise his career in the face of 


this pressure from above. He simply confirms the assess- - 


ments and forces companies to make another pre-deposit 
and file a second appeal. The collection increases again. 
The beauty of this scheme is that it does not matter that 
completely illegal orders are being passed. What matters is 
that a collection had been made at each point — assess- 


REVENUE 
ADJUDICATION 
PROCEDURES ARE 
‘CORRUPTION 
FRIENDLY’ AND 
RIDDLED WITH PERFIDY 


| RANJEEV C. DUBEY — 


‘MANAGING’ STATE FINANCES 


ment order, appeal and second appeal — and that itself se- 
cures the state under the VAT regime for many years. By the 
time the case reaches a forum ready to hear the case objec- 
tively, a third or more of the colossal claim has already been 
pre-deposited. 

Haryana is a good example of the kind of orders that are 
being passed. Based on a simple visit to a company dealer, 
one officer reopened two previous year's assessments ask- 
ing the company to show cause why all works contract tax 
assessments should not be reassessed as pure sales of 
goods. The company filed its reply and produced records to 
show that it had executed works contracts. After one short 
hearing, this sales tax officer held that by its very nature a 
dealer cannot be engaged in both the sale of goods and the 
execution of works contract and, therefore, all works con- 
tracts should be taxed at rates applicable to sales of goods. 
By what legal acumen he derived this preposterous conclu- 

sion defeats all rationality. 
The company has appealed against the de- 
cision. Because Haryana has a 100% pre- 
deposit rule, it pleaded that pre-deposit 
be waived because it simply did not 
have the money to pay, i.e., profit, 
which is consistent with established 
law. In this case, the appellate au- 
thority held that although it was true 
that the company did not have the 
money to pay, it had the turnover to 
pay! The appellate authority made a 
new law and the company is now in the 
business of filing a writ petition on the 
pre-deposit point amid rising legal costs. 

Now that the nature of the game is re- 
vealed, companies have devised strategies to 
combat the attack at the very threshold through innovative 
legal techniques. But it's an expensive game and the 'cost of 
business' keeps rising — the cost that is ‘passed through to 
the consumer. This is especially ironic because one of the 
main aims behind the introduction of VAT was to save con- 

sumers from bearing the brunt of cascading taxes! 

Both the judiciary and the legislature have agreed that 
revenue adjudication procedures in India are appropriate 
and constitutionally legitimate. I beg to differ. The ground 
reality is that they are coercive, ‘corruption friendly’ and rid- 
dled with perfidy. We may not have the power to reform our 
politicians, but, surely, we do have the power to stop provid- 
ing them with the tools that perpetuates their predation? 


Ca PRSE T PEDEM 
Ranjeev C. Dubey is a practicing lawyer and managing partner of 
New Delhi Law Offices (South). He can be contacted at 
ranjeevdubey@yahoo.co.in. 
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First stop. 
| A surprise visit to a dealer 


M. ANAND 


T'S 8:15 a.m., visibility is near zero, 


but Maruti Udyog managing director 


Jagdish Khattar is on the road to 

Chandigarh to meet his dealers. 

Dense fog has delayed the Shatabdi 
Express that Khattar was to take. So he 
decides to travel in his black Baleno. Nei- 
ther his chronic back problem, nor the 
poor visibility on the road deters him. 

Before the end ofthe day, Khattar will 
have spent 10 hours and travelled 528 
km. All to meet eight dealers from Ja- 
landhar, Ludhiana and Chandigarh and, 
en route, pay surprise visits to dealers in 
Panipat and Karnal. Even on the road, 
Khattar is constantly on the phone with 
his dealers. He had met the eight dealers 
just three weeks ago, opting out of a 
meeting on Maruti's IPO to meet the 
same dealers to do so. 

Over the last few months, meeting 
dealers has suddenly become the most 
important thing in Khattars life. He has 
been hopping from one city to another 
— Delhi, Chandigarh, Lucknow, Kanpur, 
Ahmedabad, Bangalore and Chennai — 
to catch up with them. And he has liter- 
ally swept dealers off their feet. "First, he 
surprised us by coming unannounced. 
He promised to come again 15 days later 
and kept his promise. Now he has 
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promised to come 
again in 15 days," says 
Rakesh Jain, director, 
Gautam Motors, Delhi. 
Three visits in 45 days; 
Khattar never spent 
that kind of time with 
dealers even during 
the days when he was 
marketing director. 
Then why does he 
do so now? Over the 
past couple of years, 
Maruti has goofed up 
big time on dealer rela- 
tions. Scores of Maruti 
dealerships — once 
highly profitable busi- 
nesses — are teetering 
on the brink. At least four have already 
gone over the edge. More might follow. 
The squeeze began around April-June 
2002, perhaps the worst quarter ever for 
Maruti. Its sales fell a whopping 20% and 
marketshare 896 (5596 to 4796). Dealers 
had sell cars at huge discounts just to 
keep the cash flow. "For months we did- 
n't make a rupee selling cars," says one. 
So Khattar had to do something big to 
pull them back from the brink. (After 
Khattar's roadshow marketshare clim- 
bed back to 5096 in December 2002.) 
The dealers' problems did not crop 





Some tips on 


retailing Maruti Genuine Accessories 


This Omni customer from 
a nearby village gets Khattar's attention 


up overnight. At the first whiff of compe- 
tition in the small car segment, Maruti 
grew its dealer network three-fold from 
about 50 to about 190 (250 showrooms) 
in 2002. In Delhi alone, the number of 
dealerships rose from four to 14! Khattar, 
then marketing director, was behind the 
expansion. To him, more dealers meant 
better distribution and higher sales. And 
that was the case until the market 
slowed down and high dealer density 
caused ferocious turf battles. 

To make matters worse, Khattar had 
also tacitly encouraged the growth of di- 
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dealer was expecting Khattar 





rect selling associates (DSAs), an inde- 
pendent distribution channel set up by 
car finance firms. Initially, they helped 
push up sales, but soon they started pit- 
ting dealers against each other, further 
eroding their profits. (See "What's Sauce 
for The Goose, BW, 21 October 2002). 
Khattar was aware of the problem, 
but with Hyundai Motor and Tata Engi- 
neering turning up the heat in the mar- 
ket, there was nothing he could do that 
would take care of his dealers as well as 
grow his topline. So, like the others, Ma- 
ruti, too, dumped stock on dealers. The 
pressure on Maruti was more as it also 
had to protect its marketshare. And all 
this while, dealer finances got worse. 
Today, with Maruti's IPO imminent, 


Khattar is desperate to improve dealer 


profits. That, he has figured out, is the 
first step to regaining marketshare. His 
team has identified nine cities that ac- 
count for more than half the country's 
car sales but where Maruti is weak. If it 
can somehow increase volumes in these 
cities, Maruti's marketshare is bound to 
grow. So Khattar, marketing director 
Kinji Saito, and general manager (sales) 
Arvind Saxena have each 'adopted' three 
cities and five dealers. Khattar is taking 
his adoptions seriously, very seriously. 


a.M. News travels fast. This Karnal 














HAT'S why 
Khattar is on 
the road today 
with a schedule 
like an election campaign, replete with 


3 z e .Im. Ani 
trategy session 


rhetoric and nary a missed opportunity | 


to bond with his dealers. At the meet to 
celebrate Maruti’s success in the JD 
Power customer service rankings, Khat- 
tar announced he was sanctioning 
Rs 10,000-15,000 to each dealer to hold a 
party for their mechanics. Maruti would 
foot the Rs 80-lakh bill. If that’s the price 
of holding on to his constituency, Khat- 
tar does not hesitate. 

He has even created a manifesto 


(with more than a little help from AT | 


Kearney) a step-by-step guide for deal- 
ers to improve their revenues and prof- 
its. It urges them to get into Maruti In- 
surance, Maruti Finance, True Value 
(used car outlets), etc. But to reap the 
gains, they will have to put in some 
money first. For a True Value outlet, for 
example, they will have to investment Rs 
40 lakh in working capital alone. Dealers, 
in dire straits, initially scoffed at the 
manifesto. So Khattar had to win their 
confidence first. 

More than mere visits and pep talks, 
he had to show some tangible benefits. 
So when three of the 14 dealers in Delhi 
went out of business, he did not get re- 
placements but allowed some existing 
dealers to open more showrooms, Fewer 
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dealers meant smaller discounts. "After 
many, many months, we are finally mak- 
ing small profits in selling a car," says a 
dealer. "The bleeding has stopped," 
agrees the car financing head. 

such rationalisation is underway 
elsewhere also. Sops, too, are being 
doled out. Initially, Maruti would share 
commissions from insuring cars in a 1:1 
ratio. Now, the ratio has been changed to 
1:4 in favour of dealers. They are also get- 
ting free credit of 10-30 days on some 
models. It used to be cash first only a few 
months ago. But, whenever he gives any 
such incentive, Khattar never fails to 
make it clear that, in return, dealers 
should adopt his manifesto quickly. 

At the core of his manifesto is the 
idea that a strong post-purchase bond 
with the buyers could lead to a stream of 
revenue for the dealers. "International 
studies show that every car can generate 
about Rs 70,000-80,000 in revenues dur- 
ing its eight-year life span," says Khattar. 
He believes that as dealer margins on car 
sales fall, other streams, namely, car fi- 
nance, insurance, at the purchase-stage 
and maintenance and used car sales, 
fleet management, etc., at the post-pur- 
chase stage, will become dealer lifelines. 

This is hardly a new concept. Ford 
Motor Company had pursued this ag- 
gressively under its former CEO Jac 
Nasser. Back home, Hyundai Motor In- 
dia has a similar strategy. But what 
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Bidding goodbye | 
to the dealers 


makes the Maruti story unique is the 
sheer effort Khattar is putting in himself. 
For sure, no other car company CEO has 
had to hit the campaign trail yet! 

And there is another reason why this 
plan is more relevant to Maruti than it is 
to others. The base of Maruti cars al- 
ready on the road — over two million — 
is many, many times larger than rivals. If 
Maruti can covert this into an asset that 
yields a regular even if small, revenue 
stream to its dealers, its ability to fight ri- 
vals will be significantly enhanced. 

Khattar has created a framework for 
that. The first is maintenance. As their 
cars get older, owners tend to shift to lo- 
- cal mechanics as they come cheaper 
than authorised service centres. Under 
its extended warranty scheme, Maruti 
offered an additional year (after the ini- 
tial warranty) for a lumpsum (about 
Rs 4,500 a year). 

The objectiveisto get the owner to go 
to dealer-owned facilities for repairs. 
There is a chance the habit will stick. 
“Our service revenues have gone up 9% 
after extended warranty,” says Gautam 
Motors Jain. 

The second, more tricky, area is car 
finance. Over the years, DSAs have been 


11:43 a.m. The dealer is anxio 
to show off his new stockyard ...... 











Chandigarh 
dealer mee tent 


eroding dealer profitabil- 
ity. Typically, banks offer 
3-5% of the loan amount 
as commission to DSAs. 
Besides this, DSAs would 


now backing his dealers 
against the DSAs. Not 
only does he not want his 
i dealers to pass on their 
== profits to DSAs, but deal- 
be ers get a share ofthe 3-5% 
DSAs make from banks. 
So Khattar has set up 
Maruti Finance — not a 
company, but a label un- 
der which eight financiers 
operate. Maruti won 
them over by giving them 


a point of presence at hundreds of | 


Maruti showrooms. In return, Maruti ex- 
tracted a promise that the finance com- 
panies will make the DSAs align under 
the dealerships, at times even as an ex- 
tension of the dealer sales force. This is 
something Hyundai tried out earlier 
with mixed results. 

To begin with, dealers weren't con- 
vinced that this would work. In a meet- 
ing of all dealers and their sales teams, 
about six dealership owners vehemently 
opposed the move. Khattar, identified 
the dissenting dealers, took them to à 
separate room and spent four hours, 
persuading them. Sources say that Khat- 
tar simply refused to let them out of the 
room till they were fully convinced. 

So far, Maruti Finance has funded 


cars worth Rs 500 crore. That may not | 


seem like much if you consider that 
Rs 6,500 crore worth of Maruti cars are 
financed every year. But then, Maruti Fi- 
nance is yet to be launched in many 
parts of the country, including Delhi. In 
Mumbai, where it has been rolled out 
fully, its share is already at 90% of cars fi- 
nanced, claims R.S. Kalsi, general man- 
ager (new business), Maruti Udyog. 
Kalsi hopes that after a complete roll- 


also get a share of the | 
dealer margins. Khattar is | 
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out, Maruti Finance will disburse fi- 
nance worth Rs 3,000 crore in its first full 
year of operations. That would give it a 
46% marketshare. The real test, however, 
will come only in April, when Kalsi 
launches the scheme in Delhi, the 
toughest market. This move will, of 
course, face stiff resistance from the DSA 
community. A wrong move here could 
trip Maruti because DSAs wield the 
power to influence consumer demand. 
But the biggest thing working in Maruti 's 
favour is that it has the backing of the 
DSAs' principals — the banks. 

Khattar's next big thrust is on True 
Value. “We must have more True Value 
outlets than the number of new car 
showrooms of our nearest competitor," 
he declares. Khattar believes that dealers 
can sell more cars and prompt faster 
customer upgrades, it they can buy back 
used cars. Besides, dealers can also 
make profits selling the refurbished, 
used cars under a warranty. Sources say 
those dealers who have already set up 
True Value outlets are buying and selling 
about 50 used cars a month and making 
an additional Rs 5 lakh. 

Khattar is beginning to win over the 
dealers. "The new initiatives can yield 
additional revenues of Rs 5,000 per year 
per car we sell for the next seven years," 
says a dealer. He expects 20% more prof- 
its next year. Khattar wants to make sure 
"dealers make profits even if they do not 
make a single rupee selling cars." 


Delhi Highway. It’s 9:15 in the 

evening. Khattar's Balenois speeding 
back to Delhi and he is already fixing up 
his next dealer meetings. He finalises a 
trip to Ahmedabad for the day after, and 
another trip to Bangalore a week later. 
Six days after his return from Bangalore, 
Khattar will be back on this same road, 
for his next meeting with the Punjab 
dealers. The rubber has to hit the road. 
Khattar has to stay on the campaign trail. 
If his back doesn' quit, that is. n 


(x to the crowded Chandigarh- 
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Hero Honda is an IBM business 


How ‘e’ do you want to be? 


Hero Honda is the world's single largest manufacturer of two wheelers. IBM helped it optimise 
resources and serve its customers better by providing the servers, software, storage systems 
and high-end workstations that are the foundation of its e-business infrastructure. 

To find out more about these and other success stories, visit www.Ibm.com/in/estages, 
e-mail response @in.ibm.com or call us at Bangalore: 6787216, Chennai: 24988508, 

Kolkata: 22822126, Mumbai: 26533577, New Delhi: 23702022. 





Now, you don't need to 


think before buying a car. 


Best Driver's Car - Mercedes E 240 
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Most Technologically Advanced Car - Mercedes E 240 
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CNBC Autocar Auto Awards, India's mos! 


coveted automobile awards, happened in 


Delhi on the 14th of January. Like last 


year, a jury of car experts put each car 
through a rigorous cross-examination 
process and the truly superior ones 
were chosen. So if you are thinking of 
buying a car, stop thinking and just 
choose a CNBC Autocar Auto Award 
winner. Watch the telecast of the event 
on Saturday, Ist February, at 7pm & 
Sunday, 2nd February, at 8.30pm IR]. 


Associate Sponsors 





REDIFF 


RADHIKA DHAWAN 





EDIFF CEO Ajit Balakrishnan has 
a problem. He says: “Our research 
showed us that people were visit- 
ing just the homepage. What's the 
point of having 300,000 pages of 
content if no one reads it? I've been wor- 
ried about this for some time now.” One 
in four people would not go beyond the 
homepage. Users said that they did not 
see the relevant link or the information 
was too far embedded in the site. 

For portals like Rediff, this poses a 
problem. Like any publication, the front 
page or the homepage is the advertising 
hotspot but the inner pages must also at- 
tract readership to sell advertising. So six 
months ago, Rediff set out to fix this 
problem through a technology overhaul. 

It has two aims. One, personalise 
content to individual tastes. And second, 
to store it in a manner that would make 
delivery on any medium possible. Says 
Balakrishnan: “It’s all about delivering 
compelling content.” 

Malleable content is important be- 
cause Balakrishnan believes that the fu- 
ture lies in paid content. For this, ex- 
plains Zaki Ansari, an editor driving the 
project: “You should be able to store 
your content in such a way that it can be 
delivered on a cellphone, print, the In- 
ternet, PDAs and any device that comes 
out in future.” So the portal moved to 
XML (Extensible Markup Language), a 
technology that allows content to be re- 
trieved and delivered over any medium. 
Arguably, it's the best thing to have hap- 
pened to electronic publishing. 

This is a relatively new trend world- 
wide. Wall Street Journal and Business- 
Week Online have done well with paid 
content, although this experiment is to 
be repeated successfully in India. 

This is, perhaps, where its biggest 
challenge lies. It is the only Indian portal 
with a full-fledged newspaper opera- 
tion: Rediff.com (the online version), 





Rediff banks on technology to make 


and two print publications in the US, In- 
dia Abroad and India In New York. But 
this is easier said than done. Rediff is still 
seen primarily as a broad portal rather 
than a specialised news site like 
cnbc.com or cnn.com. 

Rediff, however, thinks that technol- 
ogy can fix much of the problem. To ex- 
plain what they are trying to do, Zaki 
refers to the Amazon site. Buy a low-car- 
bohydrate diet book from the site and 
the next time you visit it, it'll offer you a 
low-carbohydrate cookbook. In a sense, 
this responsiveness, intuitiveness, — 
call it what you may — is Rediff's goal. 

Portals like Yahoo! offer a personali- 
sation option called My Yahoo! where 
one can choose his interests — explicit 
personalisation. Rediff, too, offers a My 
Rediff option for registered users but 
hopes to offer this capability automati- 
cally — called implicit personalisation. 

A number of back-end modules help 
Rediff do this. One is an indexer, a com- 
plex piece of technology that stores six 
years of data by individual words. So if 
the word ‘biotechnology’ appears in the 
headline of a copy, it will get a high 
weightage for that copy but if it is men- 
tioned in passing, it gets a low weightage 
for that copy. The categoriser is an artifi- 
cial intelligence system that works like a 
very fast news editor. For instance, a 
piece on Salman Khan's road accident 
will be stored in ‘road accident’ and also 
in Bollywood. 

But probably the most exciting bit of 
the back-end is a personalisation en- 
gine. This tracks user behaviour by 
recording surfing habits and then serves 
up personalised editions for individuals. 
Once the e-commerce is part of this 
overhaul (this is expected to happen 
three months later), the following 
should happen: when a user clicks on, 
say, a Nani Palkhivala obituary, the 
other articles on Palkhivala and the 
books available in the bookshop 
pop up as links on the site, 


inducing people to read or buy. 

There are companies that offer off- 
the-shelf products that help users per- 
sonalise content by tracking usage 
habits. But these solutions can be ex- 
pensive (one quote was for $2 million). 
Also, Rediff's homework didn't throw up 
a completely satisfactory product. Ex- 
plains Ansari: “Most of the companies 
that have the muscle to do this kind of 
work are tech companies, but they are 
not oriented towards content. You need 
the content guys to jam with the techie 
guys for this to happen.” So the team de- 
cided to build the solution in-house and 
put a content man (Ansari) in charge. 
Says Balakrishnan: “I believe we lead 
most of the world on this one.” But is it 
going to work? 


































Rediff’s 
Balakrishnan 
wants 
viewers to go 
beyond his 
homepage 


surfers take its content seriously 
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PROMOTIONS 





Effects on Health 

There is a lot of misinformation about 
asbestos and the way it affect the health. Asbestos 
fiber has to be analyzed keeping in mind the type 
of fiber, end use of the product and dust levels in 
the atmosphere. 

Very few people know that there are 
different types of asbestos... 
fiber and only two types- = 
blue and white were ^ 
commercially used. Blue — AM 
asbestos is health hazard — — 
and is banned through out — 


SAKA Industries Limited started 
Meses with a cement asbestos plant 

in Yelumala in 1985 and has achieved a 
steady growth over the last 17 years comprising 
diversification into synthetic yarn (incorporating 
the latest twin air jet technology from Japan) in 
1993, expansion of the yarn unit by about 60% in 
1995, setting up an additional cement asbestos 
unit in Paramati in Namakkal District of Tamil 
Nadu in 1997, strategic marketing alliance with 
another cement asbestos sheet unit in Pune in 
2000 and expansion of capacities in both the 


existing cement asbestos plants by 25% in 2002. 
As against the initial capacity of 36,000 tons | the world including India. 
per annum in the cement asbestos business, the An epidemiological 


company's sales were 1,440,000 during 2001-02 
including that under the strategic marketing 
alliance. In asbestos division the productivity per 
machine at all the units was the highest in the 
industry. Dr. G. Vivekanand, Managing Director 
of the company said. 


study carried out in 
asbestos cement factories in 
West has proved that white 
asbestos fiber used in the 
manufacturing of asbestos 
cement sheets has not 
caused any hazard. 
Asbestos fiber become a scare in the west in 
1960s because of spraying of blue asbestos on the 
roof as on insulation material and in the shipping 


Reasons for Success 

Since the asbestos cement industry has been 
able to provide roofing to the poor at affordable 
prices the industry has been able to grow at the 
rate of 7-8% per annum, the industry has been 
able to sell at competitive prices due to cost 
control measures taken by the industry as a 
whole. Our spinning division’s performance has 
been profitable as a result of proactive steps 
taken by the company to procure raw materials 
at competitive prices, right sizing of the 
organization, reducing power cost by installing 
energy saving devices and pruning overheads ' 


fiber starts floating in the air in large quantity. 

Inhaling of high level of fiber over a period 
of 15 to 20 years has caused health problems in 
the West. It is not connected with the Indian 
situation, as asbestos was not used for this 
purpose. 

As already stated we do not use blue 
asbestos in India. We also do not spray loose 
asbestos. In asbestos cement sheets white 


sseessectbdanssennatndtanveeccmmrmenitseeeeaensattisiitttttlt Ct t CCC CCC CC AACA 





and thus outmatching the reduction in selling | asbestos fiber in bonded with cement and 
prices by reduction in cost. | asbestos fiber constitutes only around 8% of the 
| total material. Once bonded with the cement 
Current Plans | there is no possibility of asbestos fiber getting 
The company is in the process of setting up released in the air and therefore does not caused 
one more asbestos unit in West Bengal with a | any health, hazard to the user. Moreover several 
capacity of 80,000 tons per annum with a | technological changes that have taken place in 
projected investment of over Rs. 25 crores. This | the manufacture of cement asbestos sheet, 
unit is expected to be commissioned by May Inside the factory as against dry process and 
2003. After this expansion the capacity is | manual feeding in 1960s the industry in 1990 is run 
expected to grow to 2,40,000 tons in 2003-04 and | based on wet process and automatic fiber feeding 
to 2,52,000 in 2004-05. | supported by dust collectors and scrubbers. By 


35 


Dr. G. Vivekanand 
MD, Visaka Industries Ltd. 





industry. Due to friable nature of the product, the | 





Visaka: Going Strong and Steady 


ensuring 0% wastage due to recycling it has been 
ensured that the dust level in the factory are around 
0.1 fibers per cc as against 1 fiber per cc prescribed by 
government. Further periodic medical checkup of 
the workers is carried out and record of such 
checkup is kept. 

Asbestos fiber is a mineral and because of 

» this there is free floating asbestos 
— fiber in the atmosphere. In fact the 
> fiber level per cc inside an asbestos 
"cement factory where proper 
= pollution control equipments have 
been installed is less than the fiber 
im level in the atmosphere due to its 
natural presence. 

Thus it would be clear that the 
recent adverse report in press 
about asbestos fiber relate to use of 
blue asbestos fiber in large 
quantities in the West as insulation 
material about 20 years back and 
has no relation to use of small 
quantity of white asbestos fiber in asbestos 
cement sheets in India as bonding material. 


Expansion Plans 

Our present capacity is sufficient to meet the 
current demand for our yarn. However, we are 
continuously watching and we will not hesitate 
to go for expansion if the market situation 
warrants. 


Turnover and Projections 
Given the current market scenario the 
company should perform better in 2002-03 over 





the previous year. We have already achieved a 
turnover of Rs. 104 crores during the nine months 
period of current year as against Rs. 87 crores 
during the nine months period of previous year, 
thus recording an increase of about 20%. 

The profit before tax of the company during 
the nine months period of the current year is Rs. 
10.65 crores as against Rs. 6.95 crores during the 
nine months period of the previous years 
recording a growth of 53%. We do not propose to 
diversify any further. We plan to concentrate on 
our two mainline of business. * 


TELECOM 


ving the limited 
mobility issue... 


: WLL introduced as part of the basic service 
licence, but there's no reference to mobility 


: NTP'99 comes into force. Basic service is 
now defined as fixed line service. Mobility issue 
remains unresolved 


: Trai announces Rs 495-crore entry 
fee for national fixed service with unlimited com- 
petition. Mobility is still not clarified 


: Trai issues first recommendation 
on WLL. Says limited mobility will help 


: Basic operators approach DoT 
to allow limited mobility. DoT refers to Trai 


: Trai issues consultation 
paper on WLL 


: Trai recommends limited 
mobility for fixed service operators but only 
within the short-distance charging area 


: COAI files a petition in TDSAT 
against the recommendations in January 2001 
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AM going to request Trai (Telecom Regulatory Authority of 
India) to come up with regulations for a just and fair inter- 
connect regime.” Pramod Mahajan, Union minister for 
communications, had just finished a one-and-a-half hour 
meeting with angry cellular operators on 20 January. And 
he was promising a solution — albeit a partial and tempo- 
rary one — to the telecom crisis that had reached flash- 


| point almost exactly a week earlier with cellular operators and 


fixed line service providers refusing to allow each other's calls to 
go through their networks. At the time of going to press, Maha- 
jan's efforts appeared to be working — a patchy solution of sorts 
was being put in place by Trai. It was also apparent that the tele- 
com mess was nowhere near a permanent solution — and that 
it would continue to flare up again and again. 

The telecom crisis had been simmering for over two years 
before it finally boiled over in the second week of January 2003. 
The trigger was basic telephony operator Reliance Infocomms 
much-hyped launch of its CDMA-based limited mobility ser- 
vices. Though essentially a fixed-line licensee, Reliance 
promised limited mobility services at a price less than one- 
third of what cellular operators were charging. Angry cellular 
operators pointed out that they couldn't match those prices be- 
cause, apart from other things like high licence fees, they were 


| forced to pay interconnect charges — that is, a fixed fee for any 


calls that passed through a basic telephony operator's network. 
(Reliance and other basic operators didn't have that burden.) 
And then they retaliated by refusing to allow any calls originat- 
ing from a limited mobility player to pass through their net- 


| works. The two biggest basic telephony players — Bharat San- 


char Nigam (BSNL) and Mahanagar Telephone Nigam (MTNL) 
— struck back by blocking cellular calls to their networks. For a 
brief while, it looked as if the country's telecom networks would 
get completely disrupted in the war between operators. 
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While all this drama was being played out, there was one 
player conspicuous by his near silence: Maya Shankar Verma, 
chairman of Trai and the man responsible for regulating India's 
telecom operators. Verma had shot off a note to cellular opera- 
tors on 9 January warning them against blocking calls originat- 
ing from limited mobile phones of fixed operators. After that 
though, the regulator had gone into silence mode even as cellu- 
lar and basic operators fought it out. Even when calls were be- 
ing blocked by both sides, Verma didn't summon the warring 
parties for a meeting to resolve the impasse. (On 14 January, it 
had put out a letter on its website asking all operators to con- 
nect with each other). Trai seemed to come back to life only af- 
ter the minister's exhortations. 

Clearly, there is a leadership crisis at the regulator. After all, 
why should the minister step in to make an announcement on 
an affair primarily part of the regulator's brief? Perhaps, be- 


Union communications minister Pramod Mahajan 
(below) has been repeatedly stepping in to sort 
out the telecom crisis. But is he intruding into the 
territory of Trai chairman M.S. Verma (top)? 
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cause Mahajan thought that Verma wasnt acting fast enough. 
Cellular operators complain openly that over the years, the 
regulator has not used the many opportunities it had to set 
things right in the industry. The present crisis may blow over, 
they say, but unless Verma and his team take concrete action, 
things will end up being a lot worse. Says an agitated cellular 
service provider: “I do not see why Trai had to serve notice, if 


| they were planning to do interconnect on an equal payment 


basis with retrospective effect. This does not need rocket sci- 
ence. It could have been done earlier." 

Even though Mahajan was out of the country — he was in 
Johannesburg — the cellular operators were openly saying that 
the problem would be solved only after he returned. Most peo- 
ple in the industry today see Mahajan as an active authority — 
and Verma as nothing more than a spectator. As one operator 
points out, though Verma retired from State Bank of India in 
glory, he will leave Trai in shame. Another says quite openly: 
"Simply put, Verma and Trai do not have the guts." 

Over the course of a two-hour interview, an alternately an- 


| gry and frustrated Verma put forward his side: "The regulator 


has no teeth... It can't even fine an erring operator... For every- 
thing, operators go straight to the courts." He lashed out at the 


| the 
interconnect issue... 


: Cellular Operators Associa- 
tion of India (COAI) seeks access charges for ter- 
minating calls on their networks. Trai keeps quiet 


 Trai's reference interconnection offer 
(RIO) asks operators to provide cost data to arrive 
at an interconnect rate; operators do not comply 


: Bharti blocks calls from Tata 
Teleservices. Trai warns Bharti, but does not 
manage to convince it to wait till end-January 
for Trai's announcement of interconnect user 


| charges (IUC) 


: The cellular operators take on 
Trai in an advertisement in national dailies. 
Instead of penalising the operators, Trai posts a 
letter on its website blaming the industry for 
trying to influence opinion 


: In January 2003, Pramod Mahajan 
intervenes. Assures industry that Trai will an- 
nounce equitable rates. The regulatory authority 
watches from the sidelines 






































ilular operators for jumping the gun and precipitating the 
s. "The idea was to.create pressure (on the regulator) 
ugh media opinion. Or, to escalate it to the government so 
at it may consider intervention necessary,” he holds. 

"Can he solve the problem now? Probably not by himself. 





e 

gulatory level, and a willingness to give up a lot of benefits at 
e service provider level. 

- But before going on to the solution, you need to understand 
e roots of the problem first. 

Problem 

y boil it down to its essentials, you could trace the current tele- 
om mess to two principles the government adopted while 
orking out the New Telecom Policy of 1994, and later 1999. 
he first one was that affordable telecom services had to be 
vailable even in rural areas. The second was that, for the peo- 
le who were willing to pay for it, there would be world-class 
xecom facilities available. 

On the basis of those principles, it took two steps. One, it 
pened up basic telephony to new players in order to provide 
rdable services to even the remote parts of the country. 
o, it started auctioning cellular licences so that world-class 
bile services would be available in the country. 

. Thebigerrorit made while taking those two steps was inthe 
„assumption it made. It reasoned that basic (fixed line) opera- 
yrs would provide the affordable service to the masses while 
ellular operators would provide an elite service to customers 
vho were willing to pay a premium. Both assumptions were 
roved wrong shortly afterwards. 
. Basicoperators soon pointed out that while laying trunk ca- 
le lines was not very expensive, providing the last-mile access 
o the actual telecom consumer via a fixed line would increase 
:osts dramatically. In other words, it would mean goodbye to 
the government's goal of providing cheap telephone services. 
The way out was to bridge the last mile through wireless tech- 
nology — wireless in local loop (WLL). | 
-- The government agreed to that. What it did not clarify was 
to what extent the basic operator could use the wireless tech- 
iology he had been allowed for the last- mile problem. After all, 
the same technology that could provide the last-mile access 
through wireless was also capable of providing full-fledged 
mobile services. This is at the root of the war today. 
|. Meanwhile, the government, while giving out the licences 
for cellular networks, also assumed that they would always re- 
main premium services used by very few people. It was largely 
that assumption that made Trai set the one-sided interconnec- 
tion fees. Cellular operators needed to pay Rs 1.14 to the basic 
operator for any call that terminated in the basic operator's net- 
work. But the basic line operators paid nothing by way of inter- 
connect fees. The logic was that basic operators needed a bit of 
à financial boost — after all, they had to provide cheap tele- 
phone services to far flung rural areas. (Basic licensees have an 


obligation to provide village public telephones, which cellular 
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Encore 








@ Whether basic operators can offer 
limited mobility is still to be decided 
bythe TDSAT — 

@ The interconnection issue is far 
from resolved. Basic operators have 
already voiced objections to paying 
termination charges o 

6 Even if limited mobility is allowed 


by TDSAT, cellular operators will raise | 
objections to WLL services spilling | — 


outside the SDCAs — — | 


@ Though carrier access codes have. | "ü 
been notified by Trai, operators are 


yet to get theiracttogether — 

@ The move towards a convergent 
licence will require taking care of 
multiple interests of stakeholders in 
the telecom industry — 

0 If rates fall too low, basic operators 
will cry for compensation of the — 


subsidised rates in rural telephony — 


e If limited mobility isallowed, — 
cellular service companies are like 





to seek reconciliation for the licence 







bidding for the fourth cell 


fees paid oe 








SOLUTIONS 


9 Spin limited mobility out of the M 
basic service licence and let operators | — 
bid for a fifth or sixth mobi 8 | 





@ Allow fixed wireless termin 
for last-mile connectivit 

6 Begin the path to a 
licence where each op 
freedom to operate | T. 
services in his geographical area 
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licensees do not have. Cellular operators do have the obligation 
of providing cell services up to the district headquarters but 
that does not require huge investment.) 

But since it began the original licensing process for cellular 
networks, things have changed. Technology and competition 
has ensured prices for cellular services have come down dra- 
matically. So, cellular telephony has become as mainstream as 
fixed-line telephony. Any tariff differences between the two are 
largely because of regulation — not technology or capital costs. 

Given the faulty assumptions, it was only a matter of time 
before problems started cropping up. And one popped up in 
2000, soon after Verma took charge as the Trai chief. 

As the government had never made it particularly clear as 
to what extent the wireless technology could be exploited by 
basic operators, it was left to Trai to interpret it and regulate it. 
For some reason, Verma, after examining the issue, came to the 
conclusion that basic operators should be allowed to use the 
wireless technology to provide something called 'limited mo- 
bility services’. That is, they could provide mobile services 
within what is termed as a 'short-distance charging area' 
(SDCA) by using the wireless technology that had essentially 
been allowed for solving the last mile access problem. 

And how bigis an SDCA? The SDCA is essentially the area of 
a metropolitan city like Delhi or even a taluka. However, it is 
difficult to police calls that originate in adjoining SDCAs. 

In coming to that conclusion, Verma ignored the terms and 
conditions of the basic telephony licences that had been 
handed out by the Department of Telecommunications (DoT). 
In one place, that licence explicitly says: “...the (basic) service 
does not cover mobile voice and non-voice services, value- 
added service such as voice mail, audio text, email, etc., as de- 
fined by licensor from time to time." At another place, the li- 
cence clarifies: "The licensee may provide value-added 
services, other than mobile telecommunications and paging 
services, after obtaining a separate license from the licensor.” 

But Verma made his recommendation to the government 
in 2000 as a prelude to bringing out a notification formalising 
limited mobility services. And even before he could bring out 
the notification, cellular operators cried foul and took the issue 
first to the Telecom Disputes Settlement Appellate Tribunal 
(TDSAT), and then to the Supreme Court. The cellular opera- 


Sunil Mittal, chairman, Bharti Group 
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Mukesh Ambani, chairman, Reliance 


tors’ contention was very simple: there was nothing called a 
“limited mobility service" anywhere around the world. If this 
was allowed, basic service providers would be able to use the 
wireless technology to offer precisely the same services that 
cellular operators were offering — without actually having a li- 
cence for providing mobile services. 

The cellular operators had paid hefty licence fees to bag 


| their cellular circles. More importantly, they had agreed on 


conditions like interconnection charges for the privilege of op- 
erating cellular services. They saw no reason why someone 
who had not agreed on those terms and conditions should be 
allowed to take a bite out of their meal. And they were particu- 
larly livid over the interconnect issue. They didn’t have a prob- 
lem paying interconnect charges to any call terminating in a 
fixed line. But they saw no reason to pay interconnect charges 
even to calls terminating in the limited mobility phones, given 
that it was essentially a mobile service. 

The issue reached a flashpoint last week because of a few 
reasons. While the case was being fought, there was no stay or- 
deron basic providers from launching any limited mobility ser- 
vices. For two years, MTNL, BSNL and Tata Teleservices had 
launched limited mobility services in different parts of the 
country. But none of them had actually pushed their limited 
mobility services aggressively as an alternative to cellular ser- 
vices. They were not charging rock-bottom prices for their lim- 
ited mobility services — nor were they offering the full range of 
services that cellular operators were providing. 

All that changed when Reliance rolled out its service. The 
company made it clear that it was going to go all out to woo cus- 
tomers to its limited mobility phones. It offered rock-bottom 
tariffs and more importantly, even more facilities on its limited 
mobility phones than cellular operators could provide. (It is of- 
fering broadband Internet access at the same price — some- 
thing only some of the cellular operators have started provid- 
ing, and as a premium service at that.) It was essentially the 
unveiling of the Reliance limited mobility offer that prompted 
the cellular operators backlash. 


The Role Trai Didn't Play 


Could Verma have done something to avert the crisis given that 
the original assumptions behind the government policy them- 
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"They did 
it to create 
pressure 
on the 
regulator” 


As chairman of the 
State Bank of India, 
M.S. Verma had made a name for himself as a trou- 
bleshooter. His finest achievement was piloting the 
Resurgent India Bonds in the US market in the aftermath 
of the post-Pokhran sanctions. So why do cellular opera- 
tors say that as the Trai chairman he has done nothing 
right? Verma defends himself. 


Bi Why is Trai not as effective as other regulators? 
Trai has no teeth. It's wrong to conceive of a regulator 
without teeth. No bank will take the Reserve Bank of 
India to court since it is also the licensor. 


BB Why are we going through the interconnectivity crisis? 
The issue has been there for quite sometime. The cellu- 
lar industry sought a change. We have been working on 
the interconnect usage charge (IUC) for 6-8 months. 
Everyone knew that the rates would be announced by 
end-January. The cellular operators suddenly blocked 
all calls from and to WLL phones. They blew it up to 
look like a crisis. It was premeditated to create pressure 
on the regulator. We looked into it in its entirety. Even if 
one operator went to court, the whole issue would have 
been stalled for a long time. We simply cant afford that. 


E Why is WLL part of the basic service licence? 

Our stand is that limited mobility should be allowed. It 
will help meet the teledensity targets. The limited 
mobility provider can give all services possible on the 
fixed line network. But, to create that difference, with 
cellular mobile services, mobility is restricted to the 
short-distance charging area. 


iB Why do operators tend to approach the ministry for 
redressal each time? 

That is because there are chances of getting a decision 
favourable to the companies. We are an expert body 
that goes by the rules. It takes months of arduous work 
before we announce anything. Regulation is all about 
boundaries and no one wants boundaries. 


i Why does it take so long for the Trai to act? 

We step in immediately when there is a direct con- 
sumer inconvenience or an existing arrangement is 
being disrupted. Then we do not wait for hearings. Else 
we go through the consultation process, it takes time. 


W Do you see a convergent licence as a solution? 
That is the final answer. The market will move towards 
convergence. 





selves were flawed. Perhaps — though Verma insists that he re- 
ally was helpless. 

It was, after all, Verma who had come to the conclusion that 
basic operators should be allowed limited mobility. Verma still 
defends his decision — he firmly believes that limited mobility 
does not impinge on cellular services. “I think the basic service 
licensee should be allowed limited mobility," says Verma. 

But more than that single flawed decision — it has, after all, 
gone to the TDSAT on an appeal — what really aggravated the 
problem was Vermas inability to take decisions or give out 
straightforward instructions quickly each time the crisis flared 
up. For example, Verma was well aware that the cellular opera- 
tors were hyperventilating at the prospect of Reliance rolling 
out limited mobility services across the nation. He had started 
holding consultations and open house discussions on the issue 
of interconnect charges to provide some sort of stop-gap solu- 
tion until the limited mobility issue was sorted out at the TD- 
SAT or in the courts. 

The problem was that he did nothing to come out with a 
ruling on interconnect charges before Reliance rolled out its 
limited mobility service nationwide. 

Verma maintains that he couldn't have acted any quicker 
on the issue. He says: "It wasnt a crisis. Even if it was a crisis, it 
was not unattended. It was being addressed assiduously. Trai 
cant rule tariffs arbitrarily. One, because it has an impact on all 
tariffs. Second, when you rule this, will the system be able to 
implement it? Hence, the need to consult everybody." 

He says that he has to go through such a long-drawn out 
process simply to avoid a scenario like the Calling Party Pays 
(CPP) fiasco. At that time, Trai had decided that the rule forcing 
cellular operators to pay for receiving calls was silly — only the 
caller should pay for a call. And MTNL had promptly gone to 
court against that decision. 

Talking to Verma, you get the distinct impression that he is 
still letting that old case haunt him at every step of his decision- 
making. And also the fact that he really feels powerless to en- 
force any sort of order in the telecom sector. Face to face with 
him, itis impossible not to sympathise with Verma when he 
says that he feels powerless at every step. "Trai has no teeth. It is 
wrong to conceive of a regulator without teeth. The operators 
would be shivering here if I was the licensor,” he insists. 

There is some truth in what he says. Perhaps, the cellular 
operators could boldly take on the regulator because they knew 
very well that Trai does not have the powers to fine an erring 
operator. Even to fine an operator who is breaking regulations, 
Trai has to go through a court. But teeth are only part of the 
problem. To be successful, a regulator also needs to demon- 
strate vision and the ability to carry people with him. This was 
probably Vermas big failure. 

And then, in 2000, an already weak regulator was further 


“Both sides need 
to sit down and 
thrash out the 


thorny issues” 
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weakened when Trai was divested 
of its adjudicatory powers. They 
were vested with TDSAT. 


Can It Really Be Solved? 


The interconnect agreement that 
is being hammered out today is ex- 
pected to provide some respite 
until the basic issue of limited mo- 
bility is sorted out. The new inter- 
connect agreement could see both 
basic operators as well as cellular 
operators pay each other exactly 
the same interconnect charges. 
The cellular operators are willing 
to accept that as a first step — and 
work under it until the TDSAT 
gives it ruling. Predictably, the ba- 
sic service operators are not too 
happy with the new interconnect 
agreement and are already expressing their resentment. Any 
interconnect agreement that forces them to pay out money will 
hit their bottomlines — and also their ability to price their 
services low. 

But the interconnect problem is unlikely to solve the long- 
term problem: the entire issue oflimited mobility. 

If one goes by the logic of the technology available and the 
services that can be provided, there should really be no differ- 
ence between a limited mobility service and a full-blown cellu- 
lar service. The technology, after all, allows limited mobility 
players to offer everything that any cellular licensee is offering, 
provided the limitations placed by regulations are removed. 

Following that line of reasoning, the obvious solution 

. would lie in allowing limited mobility players to offer mobile 
services beyond the regulated SDCA and treat them as a proper 
cellular service. But to do that, they should bid for cellular li- 
cences much the same way as the current cellular players had. 
Where would that leave a basic operator who doesn't want 
to go in for a cellular licence but still faces the last-mile prob- 
lem? He could be allowed to use wireless technology to bridge 


How Trai has been 
rendere 


e Trai's adjudicatory powers have been 


snatched and given to TDSAT 


e Unlike UK's powerful telecom regulator 
Oftel, Trai does not have licensing authority 


e Trai does not have the teeth to fine erring 
service providers, except through the courts 


e Almost all of Trai's decisions are being 


challenged in the courts 


ineffective 


e Communications minister Mahajan, not Trai, 
holds court for aggrieved telecom operators 
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Tral’s powers 


@ Decides on need and timing of introducing new service providers 

@ Lays down terms and conditions of licence to service providers 

@ Ensures compliance of terms and conditions of licence 

@ Has to manage the wireless spectrum efficiently 

@ Has to lay down standards of quality of service 

@ Can call upon any service provider at any time to furnish information 
@ Can direct inspection of books of accounts of any service provider 

@ Has to maintain register of interconnect agreements 


that last mile — but nothing more than that. 

At a later stage though, the telecom policy would need re- 
vising again to move towards a fully ‘convergent’ licence given 
the rate at which technology is evolving. In essence, that would 
mean not handing out a combined licence that would allow 
anyone to offer anything and use any technology he chooses. 

On paper, that solution is simple and obvious. Implement- 
ing it would be a nightmare though. It would require a normal- 
isation process where all operators are essentially put on the 
same footing. And this would be difficult because each opera- 
tor has come in at a different time, paid different licence fees, 
and agreed to very differing terms and conditions. Cellular op- 
erators who have paid a huge licence fee for the privilege of 
rolling out mobile services are unlikely to take kindly to even 
more operators being licensed in their circles. 

Basic operators who paid huge fees and agreed to take on 
the social responsibility of rolling out cheap telephone services 
in rural areas in return for the promise of being allowed to use 
wireless services are unlikely to give up that right without a 
fight. Finally, licensees who have shelled out huge amounts 
for getting rights to provide services like na- 
tional long-distance will have entirely differ- 
ent interests. Players with operations in only 
one circle will react very differently from na- 
tional players. 

But it isnot an insurmountable problem — 
because all operators also know that finally 
the industry has to move forward. And be- 
cause if the present conditions persist, every- 
one will finally lose. 

But to be able to solve that would also re- 
quire leadership. And a a clear clarification of 
the roles that the various authorities play. To- 
day, the minister who is only supposed to set 
policy, actually gives directions to the regula- 
tor, which is supposed to be an independent 
body. Then again, the regulator has no adjudi- 
catory powers — they lie with a separate body 
called the TDSAT. Finally, there is a licensor — 
DoT — which actually has more punitive pow- 
ers than the regulator. (DoT can cancel li- 
cences and that is what makes it so powerful.) 

To solve the telecom mess requires a real 
test of leadership. The question is: is that lead- 
ership available? ux 
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IMPLY put, half of India’s corporate net worth had 
gathered under one roof — the Regal Room at Oberoi 
Towers, Mumbai, on 16 January 2003. Adi Godrej was 
one of the first to walk in at 7:15 p.m. sharp. Anil Ambani 
came in minutes later with wife Tina. Nandan Nilekani 
walked in and apologised for not being in formals. Gautam 
Singhania of Raymond looked quite the complete man. Three 
generations of Munjals — patriarch Brijmohan Lal with son 
Pawan and grandson Rahul in tow — had come together. 
Nusli Wadia was there as was Subhash Chandra smoking his 
trademark beedis. There was K.V. Kamath, A.M. Naik, Deepak 
Parekh, Uday Kotak, Hemendra Kothari, Dilip Shanghavi, 
Satish Reddy, Mike Khanna, Naina Lal Kidwai, M.S. Banga, 
Sunil Mittal, S. Padmanabhan, Ashok Wadhwa, Keshub 
Mahindra,... practically everybody who mattered in business 
was there. And there was of course deputy PM L.K. Advani, 
who flew down to Mumbai just to attend the ceremony. 

The event co-sponsor was Ambit, a leading boutique in- 
vestment bank. The principal sponsor was Tata Consultancy 
Services. It presented the TCS Award for BW Most Ethical Com- 
pany, the TCS Award for BW Most Globally Competitive Com- 
pany and the TCS Award for BW Most Dynamic Company. 
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Clockwise from top left: BW chief editor Aveek Sarkar escorts the chief guest, deputy prime 
minister L.K. Advani; a sea of CEOs guessing who will be next on stage; L.K. Advani releases 
the special issue of BW on host Alyque Padamsee's cue; the deputy PM with a few good men 

— (L-R) Reliance's Anil Ambani, ICICI Bank's K.V. Kamath, ABP's A. Lahiri, Padamsee, Bharti’s 
Sunil Mittal and HLL’s M.S. Banga; Shiamak Davar's dance troupe simulates the trophy; Aveek 
Sarkar and L.K. Advani minutes after unveiling the BW Most Respected Company trophy 
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“For an organisation to be successful in a 
complete way, it has to be dynamic, it has to 
be globally competitive, but, above all, it has 
to be ethical. And ceremonies such as these 
takes this agenda forward.” 


«D, 2020, India should be considered a 
developed country. And programmes such as 
this will make that possible." 


Principal Sponsor: 
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TATA CONSULTANCY SERVICES 
The TCS Awards 


Infosys bags all three; 
Nilekani receives them from 
Mahindra & Mahindra's 
Keshub Mahindra. Before the 
evening is over, Nilekani 
would come on stage again, 
bagging five awards in all 
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Exide Award 
Exide's PK. Kataky & BW's Sarkar with three generations of Munjals 





Ambit Award 
SBI’s A.K. Purwar and BW’s Sarkar. Ambit's A. Wadhwa looks on 
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BW MOST RESPECTED COMPANY AWARDS 2003 


Titan’s Bhat (above) and Philips’ 
Ramachandran (right) tied for first 
place in their sector 
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Govt of Karnataka Award 
Amit Jatia & Vikram Bakshi receive the trophy from ABP MD A. Lahiri — Bangalore's giants do Karnataka IT secretary Vivek Kulkarni (L) proud 
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Pantaloon Award 
Gautam Singhania’s complete moment 


A.M. Naik ready to carry 
respect on those broad shoulders 

















Subhash Chandra, Ram Saigal and Rakhi 
Sarkar 2. L.K. Advani, BW VP Sandip Ghose 
and Aveek Sarkar 3. Aveek Sarkar and Mike 
Khanna are all smiles 4. (L-R) Jardine 
Matheson’s Alan Rosling, Ambit’s Ketan Dalal 
and Gautam Doshi, and TCS’ Atul Takle 5. The 
big three — K.V. Kamath, Anil Ambani and 
Sunil Mittal 6. Three men and a lady — Anil 
Ambani, Deepak Parekh and M.S. Banga with 
Tina Ambani 7. TCS vice-president $. 
Padmanabhan addressing the audience 
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' IBM Award 
Pure and sure Ashok Sinha picks up the trophy from Deepak Parekh K.V. Kamath beams as he hands over the trophy to Asim Ghosh 





| | Govt of Karnataka 
Award Gla GSK’s Thyagarajan &Kal Sundaram 








Consulting editor Tony Joseph addresses 
the gathering 2. ABP publisher Arup Sarkar 
with Hemendra Kothari 3, McKinsey’s Ranjit 
Pandit with Adi Godrej 4. BW VP Sandip 
Ghose escorts M.S. Banga 5. Harsh Goenka 
shares a joke with Nilekani 6. Uday Kotak 
has a word with Anil Ambani 7. Keshub 
Mahindra, A.M. Naik and Nusli Wadia catch 
up 8. BW executive editor Prosenjit Datta 
with Nandan Nilekani and Vivek Kulkarni 
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JOHN NASH 


AVINASH CELESTINE 


ATCHING the thin, tall and 
rather fragile John Nash make 
his way around IBM's research 
facility at the IIT campus in 
Delhi is a little like diving into 
the pages of Alice in Wonderland. Be- 
cause, much like Alice, whose eyes grow 
wider with each character she encoun- 
ters, Nash gets ‘curiouser’ with every lit- 
tle thing he sees at the lab. "Umm.... I 
wonder if it could be tweaked just a wee 
bit to do something else thats on my 
mind." Perhaps, that's the reason why 
Nash, essentially a mathematician who 
pioneered game theory, ended up witha 
Nobel Prize in economics. Because 
when the theory is tweaked a bit, it finds 
applications in solving complex eco- 
nomic problems. And that's precisely the 
reason why you want to find out what's 
on Nash's mind now, as he looks at that 
contraption in thelab. But before you get 
around to figuring that out, Nash has 
moved on to something else. 

This time, it's a new piece of software 
— a context-sensitive search engine. 
What it does is fairly interesting. Let's say, 
you type 'Boxer' into the search window 
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JOHN NASH 


| Wonder If 
This Could 


Be Tweaked 
A Wee Bit” 


on Google. The results could include 
anything — underwear called Boxers, 
Boxer dogs, Simon and Garfunkel's The 
Boxer, or simply bios of all the boxers in 
the world. When you're in a tearing 
hurry, these things can be really painful. 
So this new piece of software simply 
takes all of these results, figures out that 
they are relevant in different contexts, 
creates separate folders for each context, 
and dumps them where it thinks they 
would be most relevant. Impressive, eh? 
Well, Nash thinks they're impressive. 
When he typed ‘John Nash’ into the 
search window, three folders were cre- 
ated — one each for Nash Bridges, archi- 
tect John Nash, and of course, for the 
protagonist of this story, John Nash. 
"These are supercomputers compared 
to what I used," he says and moves on — 
to look at everything else in the lab. 
You'd think that at 74, after having 
spent two days in Mumbai, attending 
lectures at a conference on game theory, 
the man would be tired. Wouldn't you be 
if you spent a good part of your life creat- 
ing the game theory and fending off 
questions at conferences the world over 
on what it means? Wouldn't you be aw- 
fully tired if you spent hours answering 





inane questions? Sample this: "So, Mr 
Nash, what did you think of the movie?" 
Or this: "Mr Nash, do you think game 
theory can help solve the Indo-Pak con- 
flict?" Nash has almost perfected the art 
of deflecting such questions. He purses 
his lips and fends them off, at times with 
a chuckle, at others with disdain. But the 
fact remains that answering questions 
about the importance of his work in 
game theory especially when compared 
with the importance of his other works 
in mathematics, can get pretty monoto- 
nous after a lifetime of answering it. 

“I don't like to talk about it," he says. 
He deflected a similar question at a press 
conference a few days earlier. He does, 
however, admit that when he wrote his 
four seminal papers in the early 50s, out- 
lining much of the basis of game theory, 
he didn't foresee the enormous range of 
uses his work would be put to. "I couldn't 
see the future. Only one thing as com- 
pared to another. I was trying to present 
an alternative to the work done by Neu- 
mann and Morgenstern," he says (the 
two founders of game theory). 

If Nash is unwilling to talk about the 
importance of his work, others are more 
forthcoming. Nash is identified with the 
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‘Nash equilibrium’, the idea that an ideal 
strategy for any player is to choose his 
best response given that other partici- 
pants in the game also respond by play- 
ing their best strategies. “His other ideas 
about bargaining, and his contributions 
to co-operative games (where players 
can make enforceable agreements and 
also make irrevocable threats against 
other players, as opposed to non-coop- 
erative games where they can’t) have 
also been very influential,” says Pradeep 
Dubey, a game theorist and professor at 
the State University of New York. 

The Oscar-winning A Beautiful Mind 
didnt quite get it right. “The movie con- 
fused those separate issues and sort of 
blended them together,” chuckles Nash. 
“Yes, the movie really didn’t make sense 
at all to game theorists,” agrees Dubey. 

That's why during this interview, he 
seemed happier when we steered clear 
of the movie and his personal life. He 
spoke of Keynes’ legacy, scandals in cor- 
porate America, the role of the IMF and 
the World Bank, the differences in urban 
landscape between Delhi and Mumbai 
and the paper he presented in Mumbai. 

The paper was fairly non-technical 
— it had little to do with game theory. In 
fact, it was about the most basic eco- 
nomic entity: money. Incidentally, the 
audience didn't quite appreciate Nash's 
presentation as much. Perhaps, because 
they'd already sat through two one-hour 
lectures. Or maybe, because when Nash 
talks, he mumbles. Coupled with the fact 
that his slides aren't very friendly, it be- 
comes very difficult to comprehend 
what he is talking about — unless you're 








= == 


listening very closely. Whatever the real 
reason be, at the end of his talk, there 


were no questions. That's a shame really | 


because the paper is, to say the least, in- 
triguing as much as it is interesting. 

The argument is fairly straightfor- 
ward. People in many countries, he says, 
have been conditioned to accept small 
levels of inflation. For instance, 2-3% is 
considered acceptable to most eco- 
nomic and financial commentators. 
But, argues Nash, "Over the current ex- 
pected human lifetime of 70 years, one 
unit of currency at the time of a person's 
birth would be worth four or more units 
at the time of that person's expiration." 

The consequence: governments end 
up ‘pardoning their own sins. (Since in- 
flation reduces the real value of govern- 


ment debt.) Nash blames Keynes for 


this. Keynesians favour the existence of a 


manipulative state which would seek | 


‘welfare objectives’ with comparatively 
little regard for the long-term reputation 
ofthe national currency. 

His solution: have a global standard 
of money which would remove the 'debt 
pardoning powers' of governments. He 
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says such a standard existed in the early 
part of the last century: the gold stan- 
dard. Few would favour a return to such 
a standard. Aware of the political diffi- 
culties of having a global standard of 
money today comparable with the gold 
standard, he proposes what he sees as a 
non-political alternative: a kind of global 
industrial consumption price index that 
could be calculated from the interna- 
tional prices of commodities such as 
copper, silver and tungsten which are 
used in industrial activities, 

This is an unorthodox view, espe- 
cially at a time when inflation in most in- 
dustrialised countries is less of a threat 
than falling prices or deflation. “It is very 
observable that they (economists) are 
thinking that way. Now people are so 
used to inflation they’re adjusted to a 
certain amount of it so the thought of 
deflation now becomes frightening,” 
says Nash. "If you're very acclimatised to 
warm weather, when it becomes cool, it 
can get very frightening,” he laughs. 

Nash is noticeably polemical about 
this topic. In the paper, he compared 
Keynesians to Bolsheviks. In the inter- 
view, speaking about the attitude of Key- 
nesians on the issue of inflation, he said: 
“There are certain types of medical prac- 
tices which are now considered to be 
quite bad but which were very popular 
earlier, like bloodletting. Keynesian ther- 
apy might be analogous to that.” 

“There's a pecking order in the world 
of money,” he says. "When a Third World 
country wants to borrow money from 
the IMF and the World Bank, they are 
seen as countries where the currency is 
expected to be of a lower standard of 
value than the dollar. It seems it’s not so 
good and they aren't encouraged to have 
something better like the Swiss Franc or 
the (erstwhile) German Mark.” He adds: 
“I read that India's foreign exchange re- 
serves have grown enormously. But 
those reserves would be in higher-rank- 
ing currencies. The international rating 
agencies say that India's currency is junk. 
It really deserves a better rating." 

And is he surprised at the corporate 
scandals — Enron, WorldCom and Tyco? 
"The corporate scandals that have hap- 
pened in the states are really not surpris- 
ing at all," he says. "Shareholders didn't 
care so long as the prices remained up." 

Even as I nod my head and prepare to 
move into another question, Nash's cu- 
riosity gets the better of him. The Qutub 
Minar it is. And that's what he wants to 
see. How in the world did they manage 
to build a pillar that...? 





Additional reporting by Vidya Viswanathan. 
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HANG-OUT 


8i 
SES BAIE 


EVEN AS WE WRITE THIS, KEVIN MITNICK, the most infamous hacker of all time, will be walking out of prison 


after serving his time. The hacking community across the world has been awaiting his release for a long 
time. Perhaps, just the right time to profile six brilliant men from cyberland — almost all of whom have 
operated on the wrong side of the law 


john 'captain 
crunch' draper 
Crunch, is the original phone hacker. 


Ü A war veteran from Vietnam, he was 
discharged from the US Air Force in 1968 
and joined National Semiconductor as an 
engineer. But even as a teenager, Draper 
knew how to get pay phones to return his 
coins after he'd made his calls. While at 
National Semiconductor, Draper found 
something about whistles — particularly 
the ones that came with boxes of cereal 
called Cap'n Crunch. When one of the 
holes on these whistles was glued togeth- 
er, it produced a pure 2,600 Hz tone — 
the standard tone used by telephone 
firms to signal that a call was over. 

So, while making long-distance calls, 
Draper would simply blow into the phone 
and the system would stop charging. He 
was arrested in May 1972 and spent some 
time in prison. He now runs a security 
firm (www.shotpit.com) and has built a 
firewall to combat viruses. 


OHN Draper, known as Captain 
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robert ‘rtm’ morris 

OBERT Morris went online using the pseudonym 
E RTM. The son of the chief scientist at the 

National Computer Security Center, a part of 
the famed National Security Agency (NSA) in the US, 
Morris first saw a computer when his father got one 
home. This machine was one of the few Enigma 
Cryptographic machines in circulation in the US then. 
Fascinated, the teenaged Morris started tinkering 
around with it. Thanks to his privileged upbringing, he 
was given an account on the legendary Bell Labs' computer network. But Morris 
wasn't happy with an ordinary account and started playing around on the net- 
work. From then on, it was only a matter of time before he got the better of sys- 
tem administrators and got himself super user rights. A super user on any net- 
work can overwrite the privileges of other users and control all information that 
flows through it. But his real claim to fame came when he unleashed an Internet 
worm in 1988. He later admitted that it was an accident. But the damage was done 
and as computers started to crash, Morris’ name went down in history as one of 
the best hackers of all time. 











mark 'phiber optik' abene 


ARK Abene first started using computers when he was about 10. By 11, he could 
write BASIC and was hooked to games like Elevator Action and Jungle Man. As a 
teenager, Abene became fascinated by a group called Legion of Doom — a bunch 





M 


of people fascinated by machines who were trying to figure out how things worked; or 
for that matter, how things could be brought down. Getting into the group was difficult 
— but Abene’s skills were soon acknowledged and he moved in — people called him 
Phiber Optik. Later, Abene formed another hacker group called Masters of Deception. 
Through all this time, the FBI had trained its sights on him. And finally when the AT&T 


phone network went down in 1990, Abene was hauled up. 
The prosecution couldn’t provide enough evidence that 
Abene was responsible and he was let off. He was picked 
up again in 1991. This time around, there was a ground- 
swell of evidence that Abene was indeed responsible for 
hacking into companies like Southwestern Bell, New York 
Telephone, Pacific Bell, US West and Martin Marietta 
Electronics Information and Missile Group. Even the FBI 
was amazed at his prowess. And he was sentenced to a 
year in prison. Over the last couple of years, Abene has 
reformed his act and now heads a company called 
Crossbar Security (www.crossbar.com). 
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viadimir levin 


ERY little is known of 
"es Levin. Built in the 

classical Russian mould, con- 
temporary computer historians 
aren't even sure what this man's 
pseudonym was or where he first 
encountered a computer. But what 
is known is that Levin studied 
mathematics at St. Petersburg 
Tekhnologichesky University. 

After graduating, he worked at AO 
Saturn, a computer firm based in St. 
Petersburg. It was here that he got to- 
gether with a group of hackers and 
masterminded a plan to rip Citibank's 
computers. The plan worked and 
Citibank's systems remitted $10 mil- 
lion into an anonymous account from 
where Levin and his colleagues spir- 
ited it away. More interestingly, no one 
could quite figure out what really hap- 





pened because there were no masked 
men with guns walking into a bank. 

It was a long time before the law fi- 
nally caught up with Levin at Heathrow 
Airport in London. His apartment in 
Russia was raided and along with a 
computer, some games and disks, the 
police also confiscated a camcorder 
and high-end music speakers. He was 
put behind bars and fought a long, le- 
gal battle to avoid being extradited to 
the US. But eventually, he lost and was 
sentenced to three years in prison. 
The courts also ordered him to pay 
Citibank $240,015, which was his share 
from the great robbery. A wiser-af- 
ter-the-event Citibank put into place 
the tightest security system any fi- 
nancial institution in the world has. m 


kevin ‘dark dante’ poulsen 


HIS harmless looking man was known to fellow hackers and law enforcement 
T agencies as Dark Dante. He started his hacking career when he worked at a 

company called SRI International where he led a fairly respectable life by day. 
Come nightfall and he would morph into a hacker par excellence who didn't have to 
think twice about breaking into the systems of phone companies. Having done that, he'd 
perform outlandish exploits that thrust cult status on him. For instance, in 1990, KIIS- 
FM, a Los Angeles-based radio station ran a contest. They announced that the 102nd 
caller would win a Porsche 944 S2. Poulsen was listening. He 
simply took over the telephone lines into the station and 
manipulated it to make sure his was the 102nd call. 

It wasn’t too long before the FBI figured this man was up 
to no good and put him up on their list of most wanted fugi- 
tives. NBC, a television channel, which at that time used to 
run a show on the most wanted criminals, featured Poulsen 
and asked viewers to call in if they had any clues to where he 
was. Before NBC knew what was happening, their tele- 
phone lines crashed mysteriously. However, soon af- 
ter the episode was telecast, he was arrested and 
spent three years in prison. The courts also or- 
dered him not to touch a computer for all of those 
three years. Poulsen is now out of prison. He calls 
himself a “reformed” and “penitent” journalist 
who is the editorial director of the popular 
magazine Security Focus (www.securityfo- 
cus.com) m 


_tsutoma shimomura . | |. 
| | 


T SUTOMA Shimomura doesn’t go online with a screen name. In fact. he’s one 














of those rare hackers who has always stayed on the right side of the law. | 
He achieved legendary status when he used his skills to track down the | 
elusive Kevin Mitnick, perhaps the world's most wanted hacker in 1994. It all 
started off when someone told Shimomura, a senior fellow at the San Diego 
Supercomputer Center that someone had stolen hundreds of software programs 
and files from his work station. What followed was a chase that is now the 
material of a best-selling book called Takedown: The Pursuit and Capture of 
| America’s Most Wanted Computer Outlaw — By The Man Who Did It. The chase 
| finally ended at an apartment complex in North Carolina where FBI agents finally | 
put Mitnick in chains. However, Mitnick’s Israeli accomplice got away. 

Shimomura studied physics under Nobel Laureate 
Richard Feynman at the California Institute of Technology 
(Caltech). Right now, he continues his work on 
computational physics and computer security. Apart from 
his work at the Supercomputer Center, Shimomura is also 
a consultant to the American government on matters 
pertaining to security and privacy. 

But in spite of all that, there are people who 
believe Shimomura has dabbled with the dark side too. 
For instance, he authored a program that can 
eavesdrop on cellphone calls. Not much is known of 
| why he did it. Or for that matter, who he did it for. 
Which is why, rumours abound — like rumours always 
do about hackers. we 
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E apologise for keeping you on board for four 
hours. Flight SQ408 wont take off today. Visibility 
is down to 80 meters..." Nothing is as frustrating 
as sitting in an aircraft, without knowing if it will 
take off at all. Hundreds faced this problem due 
to the fog that's dominated North India this month. 
There's a lot less uncertainty in global air travel today. 


- Aviation informatics, along with the Internet and mobile 


communications, helps you stay in touch and plan your 


— time better. But all this technology hasn't touched India yet. 


^ 
M 


The globetrotter can now tap real-time information on 
flights, connections, airports and facilities, arrivals and de- 
partures and delays. At the same time, his family and friends 
can figure out where he is or when he is scheduled to reach 
his destination. They can even track him and keep him in- 
formed of which flight is running on time and which isn't. 

Last year, a colleague 
travelling through Amster- 
dam on a trip to Europe took 
a shopping and email break, 
with little spare time. I could 
‘see’ her next flight on the 
Schipol airport website and 
track when the announce- 
ment to board the plane 
would be made. I kept her in- 
formed through SMS about 
when to stop for shopping 
and head off to the departure 
gate — I could even tell her 
which gate! Combined with 
online information, SMS 
helps people stay in touch 
while on the go — though 
youre likely to come back to 
a fat cellphone bill at Rs 30 or so for every message! 

Some Useful Things You Can Do Online: 

m Lookup simple point-to-point flight schedules. 

m Look up more complex routes with inter-line transfers 
where required: Most international airlines will let you do 
this, giving you all the flight options between two places, in- 
cluding those of partner airlines if required. 

E Set up SMS alerts for flight information: You can do this in 
India too. In Jet Airways' case, you don't even need to go on- 
line; you can use SMS. You can check the numbers to SMS to 
on jetairways.com. Sahara Airlines has a similar service. You 
may have to register on the websites of some airlines, or 
may restrict this service to frequent-flier members. 

m Track arrivals and departures and flight status: The board 
you see at the airport listing flight status, delays and board- 
ing is also available on the Web for most airports. 


MALA BHARGAVA 


HELP IS IN 





To see actual air traffic over Los Angeles Airport, go to this 
airport monitor on www4.passur.com/lax.html. 


THE AIR 


i And a real ‘cool’ one, though less useful: Look up the sky 
above an airport for a dynamic, real-time picture of the 
flights in the area now. Or specify a date at time and go back 
replay the action! This sort of ‘real-time airport monitor' is 
there for some US airports, such as Los Angeles (LAX), 
Boston Logan, Louisville and Boca Raton Airport. 
Useful Resources: 
Indian airports have no information worth talking about. 
Airlines provide basic flight schedule information. Some 
claim to provide real-time flight delay information, but do 
not actually do so (for flights delayed by up to eight hours 
due to fog in Delhi, the websites continued to report the 
scheduled time on the “flight status"). Check out jetairways. 
com, indian-airlines.nic.in, airsahara.net and airindia.com. 
Most prominent airports outside India have informa- 
tion system accessible on the Web, with the flight status. For 
information on Tokyo air- 
port, check out narita-air- 
port.orjp, for Hong Kong 
hkairport.com, Brussels 
brusselsairport.be, Vancou- 
ver yvr.ca, Washington DC 
metwashairports.com/ 
Dulles, Singapore changi. 
airport.com.sg, Manchester 
manchesterairport.co.uk, 
Dallasdfwairport.com/ 
home.asp, Atlanta atlanta- 
airport.com and for Miami 
miami-airport.com. Search 
for the airport or city name 
on Google. You can get flight 
data for all three London air- 
ports at baa.co.uk. The US' 
FAA guidelines and rules ap- 
ply to most global air travel. (See fly.faa.gov.) 
m US airport codes: help.yahoo.com/help/maps/maps- 
13.html. 
m Live report of US airport delays, etc.: fly.faa.gov/ 
flyFAA/index.html. 
min the UK theres Air Travelers Rights: newyork. 
bbb.org/library/publications/travelrights.html 
W A US flier protection site: airconsumer.ost. dot.gov/pub- 
lications/horizons.htm#Advancelnformation 
m Another interesting site on flier rights: untied.com. 
m A guide for the air traveller on rights, requirements, and 
the complexities of tickets and fares and how to beat them 
on faqs.org/faqs/travel/air/handbook/part2/. 





Mala Bhargava is with Cyber Media (India) and edits 
Computers@Home. You can email her at malab@cmil.com. 
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NIRANJAN RAJADHYAKSHA 


NSEA Rahim runs Toddlers, by far 

the finest nursery school in Au- 

rangabad. She was surprised one re- 

cent afternoon to see a large contin- 

gent of parents surround her office. 
Trouble? Not exactly. These parents had 
come with an odd demand — that 
Rahim should start a school for older 
children as well. Most of the little kids 
passing out of Toddlers get admitted to 
Nath Valley School. But not all. “The par- 
ents asked me to just agree to their de- 
mand ofstarting a school. They said they 
would take care of the permissions and 
raise the money,” says Rahim. 

Across the country, parents are be- 
having in a remarkably similar fashion. 
The search for good schooling has led to 
both paranoia and passion. There is now 
a yawning gap in our education system 
— the state-supported schools remain 
overcrowded and underfunded even as 
the demand for quality education has 
soared. Supply does not match demand. 
Not surprisingly, the private sector has 
sensed an opportunity. It is trying to step 
into the breach and, perhaps, make 
some money as well. The education 
business in India is at an inflexion point. 

The education business? There are 
many who will recoil in horror at the very 
thought. Education should never be a 
business. Lakshmi and Saraswati should 
be the twain that never meet. This atti- 
tude has ensured that education is still 
one of the few sectors chained by the li- 
cence-permit raj. The result is the same 
as it was in cars or telecom: high prices, 
huge waiting lists and inefficient prod- 
ucts. The victims: our children. 

In 1993, even as Narasimha Rao and 
Manmohan Singh were dismantling 
controls in the rest of the economy, the 
highest court in the land defended so- 
cialism in education. The Supreme 
Court said, when judging a case on pri- 
vate engineering colleges, that the com- 
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What’s the economics of 
running a good school? Can 
the twain — Lakshmi and 
Saraswati — meet? 
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Bangalore school Prakriya believes 
that schools should not be run like 


factories and has an informal system 
PROMISE RETIRE os BANDA; soo o7 


schools, parents can now choose what 
type of education to give their children 
— from the formal to the very informal. 








mercialisation of education was "op- 
posed to public policy and Indian tradi- 
tion’. But last October, the apex court 
said its earlier judgement (against capi- 
tation fees) was 'unconstitutional'! 

The new judgement is just one indi- 
cation of how official attitudes towards 
private education institutions are chan- 
ging. Meanwhile, a silent revolution has 
begun. Private schools are mushroom- 
ing everywhere. In Mumbai, for exam- 
ple, the Rs 20-crore Dhirubhai Ambani 
International School, a non-profit 
school run by the family trust, will open 
its doors in a few months. Nita Ambani's 
dream project has been inundated with 
more than 5,000 applications from eager 
parents. Its goal: to empower children. In 
New Delhi, Prabhat Jain of Pathways In- 
ternationalis setting up an expensive in- 
ternational school. Spread across 30 
acres, it is modelled on Thomas Jeffer- 
son High in Washington DC. His school 
will have everything from an arts studio 
to an Olympic-size football field. 

And in Bangalore, there are two ex- 


perimental schools that have bloomed. | 





WN Ny 


Just a few miles away from the busy Heb- 
bal circle is Poorna, a school that follows 
an alternative way of teaching. It is in- 
spired by the Waldorf schools and the 
teachings of J. Krishnamurthi. The kids 
don't wear uniforms, teachers are dress- 
ed in jeans and there are no imposing 
buildings. “Schooling today revolves 
around exams and results. There is no 
space for knowledge,” says principal In- 
dira Vijayasimha, who set up Poorna in 
1993, when she pulled her three children 
out of school to teach them at home. 
Homework? It could be something as 
simple as watching the sun rise. 

Or take Prakriya, started by Seetha 
Ananthasivan, who passed out of IIM- 
Ahmedabad in 1978. “We are not an al- 
ternative school,” she says. “But we be- 
lieve schools should not be run like 
factories.” So a walk through the school’s 
6.5-acre campus on a rainy day is an op- 
portunity fora lecture on the water cycle, 
moving on to river formation and end- 
ing with a poem on rivers. That's the 
beauty of an open education system. 
Thanks to the proliferation of private 


Compare this with the grey and con- 
formist education provided by the cur- 
rent state-dominated system. 

But there is also a valid fear: will the 
liberalisation of school education mean 
boys and girls from poor families are 
pushed further back in the race for suc- 
cess. Are these new schools only meant 
for the very rich? Education should bea 
bridge, but these schools could build 
moats that separate the elite from the 
masses. After all, we live in a society 
where caste rules have denied education 
to the vast majority; a society where the 
tribal boy Ekalavya had to sacrifice his 
thumb to his Brahmin teacher. 

These are genuine fears. James Too- 
ley, professor of education policy at 
Newcastle University is an influential 
commentator on private education. In 
2001, he wrote an occasional paper, The 
Enterprise Of Education: Opportunities 
And Challenges For India, published by 
The Liberty Institute, a liberal think-tank 
based in New Delhi. He describes his ini- 
tial tryst with private schools in Hyder- 
abad. “I set off alone one day, first by 
auto-rickshaw, then on foot, into the 
slum areas behind the Charminar in Hy- 
derabad... and there they were, almost at 
every street corner, down every alley, an- 
other private school. I found one where 
the head teacher spoke English, was very 
friendly, and was keen to introduce me 
to the Federation of Private Schools’ 
Management, under which 500 private 
schools mainly serving poor communi- 
ties were grouped.” These schools 
charge between $10 and $20 a year. They 
are self-sufficient and do not require 
subsidies. "Fees, even as low as this, are 
not affordable for everyone, it is true, but 
typical parents include rickshaw pullers 
and fruit sellers. Impressively, the great 
majority of schools offer a significant 
number of free places — up to 2096 — for 
the poorest students, allocated on the 
basis of claims of need checked infor- 
mally.... Amongst the disadvantaged 
people, the poor help subsidise the 
poorest, bound together in their shared 
status as refugees from a failing state sys- 
tem" says Tooley. 

The point: private schooling is not 
only for the Richie Richs. Even the poor 
are pulling their children out of the gov- 
ernment system. Are they merely being 
victimised by educational profiteers? Or 
do they really get a better education? In 
1996, Geeta Kingdon, now at Oxford 
University, asked a basic question: is the 
popularity of private schools because of 
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school is large in comparison to the soci- 
ety's current operations and networth 
whom to employ. (Rs 73.8 million),” it says ina report. 


students across 30 schools in Lucknow. | technology to use, where to locate and | 
i 
Then there is the problem of money. | The financing structure of a school is 
| 
| 
| 
| 
| 


divided the schools into three cate- | 

zories: government schools, private but _ 

aided schools and private unaided scho- 

ols. The private unaided students scored 

ost twice as high as the students in | 

other schools, in both maths and | 

ading. Even after adjusting for social 

. personal differences, the private | 

dents were far ahead. And their edu- | pend on their own funds. 
| 


; superior quality? She surveyed 902 | what to make, in what quantity, which 
i 
| 


The law frowns on schools making ‘prof- important, according to an. article by 


its’. So, often schools are set up by trusts | | 
Doon School and managing director of ~ 
| Ramchandani Education Consultants. 
| which are more comfortablelendingto | His comments have been posted on a 
firms. So schools have to de- website on good schools in India. A day 
; school for 1,000 students will cost 
around Rs 12 crore-Rs 15 crore (exclud- 
ing the land cost). Aresidential school 
will cost around Rs 25 crore-Rs 28 crore. 
Yet, it is possible to keep the investor's 
head above water, says Ramchan- 
dani. "The capital costs can be 
spread over 5-7 years by gradu- 
ally building up the strength of — 
students and matching facilities to . 


which earn ‘surpluses’. It's a trick that 
doesn't impress the financial markets, 





































ition was more cost-effective (see "The HDFC chairman 
nomics of Schools). A few other | Deepak Parekh is involved 

studies too come tosimi- | in the management of his 
& lar conclusions. alma mater, Bombay Scot- 
Soitisthe quality | tish School. A few years ago, 
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ECONOMICS OF SCHOOLS | 


Indians are spending more on educating their children. The share of | 
education in consumer spending has climbed from 1.70% in. 2 
1993-1994 to 2.14% in.1999-2000. Nearly half of school enrolments . 

is now. accounted for by private schools... ooe eee e 
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the fees being charged today, a good 
school which pays good salaries to its 
staff (at least 50% of operating costs) can 
break even in its third year, depending  . 
on how the capital was raised. If this was - 

all borrowings, then the interest costs 






er EEEE E T M | | a _ preclude any surplus, unless fees are — 
Supi Y 00 | o DM | probably doubled." TEMA IM 
l | Ramchandani is talking about the. 


The government has done a great job of spreading schooling. Almost 95% of | 
| the population is now within a kilometre of a primary school and within three - 
kilometres of an upper primary school. But the fiscal crisis has starved new. 
educational initiatives of funds 


Researchers have shown that the cost per academic achievement point of. . 
vate schools is half that of government schools. A Punjab government... - 
tudy shows that it spends Rs 682 each month on students in government . . . 


tony schools. But even a more modest 
school can earn its keep if it minimises 
its borrowings. Fees, too, can be kept un- 
der control. The more critical issues are 
the soft ones — the type of education, 
how to train teachers, etc. It would be 
wrong to say that private schools will . 
completely push out the government 

? schools. The latter have a roleto play and 
€ could end up being better off because 
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chools. The cost of comparable private schools is . . d Coupe 
between Rs 350 and Rs 500 | “The biggest 


* try is the lack of | 
= leadership and lack of 


and efficacy of private schooling | there was a proposal to fi- P 
» social consciousness. 


that is powering the current rush | nancea second Bombay Scottish = 
to set up schools in India. The | School through a bond issue. The plan * And it is our education 
& problem is that neither the gov- | was shelved and the school raised i system which is to be . 
“ernment agencies nor the fi- | money on its own. It is this same fear of blamed for both,” thunders 
\ nancial markets are ina posi- | debt, says Parekh, that forced him to re- Lt. Gen (Retd) Arjun Ray, now CEO of In- 
tion to fuel the trend. In | jecta proposal to fund the school by tak- dus International School in Bangalore. 
Hyderabad, reports Tooley, | ingfees for entire 10 years upfront. "Our present education system is de- . 
only 4096 of the schools in The suffocating regulations andlack | rived from an industrial age: kids go to 
the federation are recognised by | of finance haven't stopped some schools | school in a factory-like assembly. The - 
government. There are many regula- from expanding furiously. The Delhi schools work in a centralised, command 
; roadblocks. A school must have a | Public School, run by the Takshila Edu- | economy" Too much importance is 
playground of 1,000 sq m, which is im- cation Society, hasspread onthebasisof | given to learning skills and too little to 
possible for the slum schools. The | a franchising model. Soon there will be creativity. That, says Ray, is irrelevant in 
school has to deposit a corpus ofuptoRs | closeto 100 DPS schools. Its expansion | today's knowledge economy. It is this 
0,000 in a bank account. Teachers have | hasbeen funded by public bonds, which | battle that the Kargil hero — and many 
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to be paid provident funds. The govern- | were downgraded recently by Crisil | otherslike him — arejoining. — a 
ment will control hiring and firing of | “The Rs 260-million capital expenditure | ie S PLUIE er eee 
teachers. It’s like whata company hadto | envisaged on two new schoolsinPune | Additional reporting by Mitu Jayashankar 
face in the bad old days — it was told ! and Ludhiana, and on the existing Patna and Gina Singh 
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Gulab Ramchandani, ex-headmaster of —— 


E Which company/organi sation is credited with inventing microwave cooki ng? 
(a) 3M (b) NASA  . (c) GE (d) TAE 


LAMA te MO) age a at 


Which c company is sell iing packaged .n mi ilk under the hand name Mi Ikman'? 3 
(a) Mother uud li Britannia (c) Nestle (d) Amul 


z Who out of the follo wing started the Miss World contest? | 
e Eric Morley (5) Donald Tump (c) Bernie Ecclestone — (d) Rupert Murdoch 
The book ‘Wheels c on n Fire’ a shout which Domen. 

EO aaa Da a (b) Ford — (c) Daewoo (d) DaimlerChrysler 


Tt Ree 


[5 Which management guru wrote the classic The Functions Of The Executive? 
L[. (a) Chester ome Barnard (b) Peter Drucker (c) James Kottel (d) Kevin Warwick 


w- mx Move dec Cem on es vé de "P 


8, Name the founder of Quali fied Learning Systems. A2 
(a) Shiv Khera a T.V. Rao (c) Uday Parekh (di CK. Prahe lad. 


Seo tenue e nien 


Whole the author of the book The Agenda? 
(a) Michael Hammer | o) Jon Roge (c) Peter Senge (d) Daniel Gole Y = i 


M ote a WER ye -— ted 


This famous personality w was 4 a copywriter fot Ogilv Vy m Mather and for per Barker, and his 
dps book was Grimus. 


(b) David Ogilvy (c) Salman Rushdie (di Shonabit Seng ipta ) 


Ge ARS ME MALE ER Hk Rei He, dien petens d e mm qe He Je e de 


| of Which h company has ranked No. Tin | Businessworid’s Most Respected Companies survey the. 
|A maximum number of times? | 
(a) Infosys (b) Hindustan Lever (c) Telco (di Reliance ` 


am ee 


| 0. il recently, which télecom c company gold a as s Orange i in 1 Mumbai, Command! in 1 Kol kata a 
 Gelforce in Gujarat? 


No Bharti Es VSNL (c) BPL Mobile (d) Hutchison 


The first contestant to give all the correct ans 
$ m 2 4% i 


EN 
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Subscribe to Businessworld at www. firstandsecond, 
and pick a free gift* of your choice from a sta 
collection of 1 million books and 3 lakh music a 





Log onto www, fistandsecond com ud more. T | 
E ECC T AE dre INE ebat m 1 S EEUU E AE 


NP NN EAN rrr tah Me Rrlermiry 
i 
see 


AMITY 
ABA PAR A 











- Answers to AMITY BIZQUIZ # 72 


| 1. Heheadsan organisation that occupies a very important position in the Indian financial sector. M. Damodaran 
| 2 Heheads a highly diversified company, Y.C. Deveshwar 

j  & He recently moved into the corner room of India's highly successful software company. Nandan Nilekani 

] ...& This CEO has unleashed ambitious plans for his company. Prithinal Singh 

| . 5. Identify this steel man. B. Muthuraman 

P o$. Identify this CEO who has won a prestigious Asian Business award. $. Ramadoral 

| 7. This CEO's company is a key player in the software education industry. Rajendra Pawar 

.&. identify this flamboyant chairman. Vijay Mallya 

.8. He heads an important business association of this country. Ashok Soota 

10. identify this high profile adman. Piyush Pandey 


Winners of AMITY BIZQUIZ # 71 


| d 1. Rajat Shrimal, Lucknow 2. Ajeet Singh, Chennai 3. Partho Kundu, Hyderabad 4. Raksha, Dethi 5. Pranay Nagarkatte, Mumbal 6. Debadarsan 
B. Mohanty, Rourkela 7, P.K. Chakrabarti, Kolkata 8. Manoj, | 












ndore 9. Deepak Verma, Chennai 15. Shreshth Mawandia, Jaipur 







Start with Rs.1000 from us. 





































a | oon www. firstandsecond.com _ 
B. Log on to Firstandsecond.com for one of the largest collection of books india s biggest book stop o 
E in the world. Lucky 10 winners of the Bizquiz, get an accelerated delivery ! CAMIS Sector Rene CE D elsi ult 
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gift voucher worth Rs. 1000. 9-33, Sector-18, Nolda 





T MO Entry Form (Amity BIZQUIZ #75). | | | 
De Mr/Ms:. 005 0 7 TCR A: NR US UB ERE RR nena € ——MMQMà à Age: 


o - Designation/Occupation: _ Address: f Pin V 
Telephone: (O) ^. — NO : Wu den 
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| Submit your answers online at E i 






a ! | . www.amity.edu/bq.- zu 

Im |. ormailyour responses to: 
P Ey AMITY BIZQUIZ # 75 

) LJ LARC House, E-27, Defence Colony 

dij | New Delhi-110024 


AAi e AAE E reri ero pr itt Arp EEEN EEA PN EN pn tet A vaaan aani en eani SAAS: Mi MN ee Arte a etinm m an tet pr emi n AA AH Mr Destinos et a Na Ne PRINT rm A e ium sequen iiias ganha ipe a S NT hri Peel nnn rina Nabe scare ev 













oo oc This contest i open io all Indian citizens except employees (and their relatives) of Amity/RBEF ond ABP Pvt. Lid. i Businesswarld will not be responsible for ony postal delays losses intronsit, or mutilofion - p 
<o Ofentry forms. All entries will be treated asthe pro, erty of Businessworld iat Businassworld reserves tha right to terminate or extend the contest of any time, or fo accept or reject entries at its absolute discretion = 
without assigning any reason for the some 88 Gif wil be sent to the winners, who will be individually intimated, thraugh registered post/courierfemoil gi The jurisdiction fagarding this tontest will rest du 


improve. Anything is better than last year 


Get worse. 


Be the same as 2002. 
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Resume Blaster en 
send your Resume to 1000 Placen 


seta “To ae 100 


FAST: Within 5 days reach out to 1000.C s > EFFECTIVE: Insta 
: EASY: No running around, No tim Ex AFFORDABLE: : (ER 


ed 


mm nime Parte aa Ke Lem ae honum 


along with a ae / DD payable in New Delhi in favour of Webneuron Services Lid for Re-t2904- Rs. 990/- 


“Yes, IMr/Ms |. would like to subscribe to the Resume Blaster Service. | am enclosing my resume 
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aJ Career information that makes sense. 


Area Manager : EduQuest 

Àn engineering graduate with 3-6 years of experi- 
ence in refrifgeration industry, expertise in project 
sales, selling, package air conditioners, ductables & 
Chillers to corporates & with exposure of dealer net- 
work 

Location : Delhi 

Experience : 3 - 6 Yrs 

Apply at: http://www jobsahead.com/jobworld htm! 














Sales & Marketing 


_ Retail Manager : Neoteric Informatique Pvt. Ltd 
Sales of retail products to consumer elec shops, 

malis, govt. institutions, corporate clients, ad agency, 

“news paper, travel agency, photography stores, DTP 

houses, organizing events, public demos, product 

evaluations for creating awareness, registration for 

-Our products after evaluation 

- Location : Mumbai 

Experience : 1-4 Yrs — 

Apply at http://www.jobsahead.com/jobworld.html 


. Marketing Executive : Rishiroop Organics Pvt. itd 
 CAndidate should be a BSc or MSc (polymers) 
preferably a rubber technologist with a min exp 3 
 yrs.in selling rubber chemicals, raw materials etc. to 
tuber industries. 

|. Location : Mumbai _ 

| Experience : 3 - 7 Yrs | 

: Apply at: http:/Awwwjobsahead.com/jobworid htmi 






























- Executive - sales : Prolease India Private Limited 
. The candidate should be willing to meet people and 
- |. ready to take up challenges. He/she should be 
 posessing convincing ability in the field of direct sales 
| and marketing — 

Location : Chennai 

. Experience: 0 - 2 Yrs 

- Apply at http//www.jobsahead.com/jobworld.htmi 










| Marketing/Sales managers : impact Management 
. And Personnel Services — — 
. Handling exports and international trade in textiles, 
. textile engineers with MBA / post qualifications in 
. ; exports from leading institutes like IIFT and having 2- 
.4 years experience in marketing / exports of textiles 
| Location : Singapore 
-| Experience :2-4 Yrs. 
Apply at: http//www.jobsahead.com/jobworld.htmi 















Marketing Manager 
Will be responsible for creating and implementing 








Pinnacle Systems 


marketing strategies for distributors, creating various 


communications, handling advertsing and events, 


public/press relation, forming new partnerships, forg- 
ing new strategic alliances with Computer 
Manufactureres and Video Vendors 
Location : Delhi, Faridabad, Gaziabad, Gurgaon, 
Noida 

Experience : 7 - 12 Yrs . 
Apply at: htip.//www.jobsahead.com/jobworld.htrmi 


Sr /Sales officer : Proactive Mgmt Consuitants 
1-5 yrs experience in Sales of Real Estate, home 
loans “financial products , Concept Sales . Package 
can be 1.2 - 2 lacs. Candidates need to be smart & 
pleasant personality 

Location : Mumbai 

Experience : 1 - 5 Yrs 

Apply at http://www jobsahead.com/jobworid.htmi 


Sales Executives KALEIDOSCOPE 
Sales Executives required for a DSA of a multina- 
tional coroporate bank. Work profile includes opening 
accounts, and maintaining merchant relationships. 
Location : Mumbai 

Experience : 0 - 3 Yrs 

Apply at http;//www.iobsahead.com/jobworld.htmi 
Area Sales Manager : Solutions Integrated 
Mktg.Services Pvt.Ltd 

Candidate will be responsible for the corporate! insti- 
tutional sales of the FMCG products of various MNC 
clients, manage a team of 3-6 sales executives-allo- 
cating targets, work, responsibility for achievement of 
monthly targets leading to annual targets 

Location : Mumbai 

Experience : 5 - 10 Yrs 

Apply at http//www.jobsahead.com/jobworld.htmi 


Sales Executive Net 4 india Limited 
Identify target clients and sectors, generate new 
leads for the services of the company, meet prospec- 
tive customers for Corporate presentation. maintain 
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accurate and complete client records and informe- 


tion, participate in marketing events and promotional 
activities 

Location : Delhi, Faridabad, Gaziabad, Gurgaon, 
Noida 

Experience : 1 - 6 Yrs 


Apply at: http:/Awww.jobsahead.com/jobworld. html: 





Sales and Marketing: Chem Info: — — — — — 
We require smart and dynamic salas people for our 
Indian operations | "20 208 
Location: Mumbai —— 

Experience : 0 - 3 Yrs | 

Apply at: http://www.jobsahead.com/jobworld.html. 


Marketing Executive : RT Outsourcing Services 
Ltd 

Responsible for Business Development in terms of 
Technical services, have to interact with clients on 
regular basis and will be accountable for the reten- 
tion of the same, Develop new accounts and ensure 
the deliverable are being met 

Location : Bangalore 

Experience : 1 - 3 Yrs 

Apply at: http://www jobsahead;com/jobworld.html 


Branch Services Manager : Mind Centre 
Manage a diverse and large team of Customer - 
Service, Operations, Administration. ete Manage - 
diverse markets for Customer Service, Operations 
etc Exceed benchmarked performance standards for 
the call center and the individual markets 

Location : Ahmedabad rM 
Experience : 4 - 7 Yrs 

Apply: at: http//www.jobsahead.com/iobworld.html 


Marketing : Akanksha Foundation _ 

Candidate will be responsible for creating a long- 
term strategy for the project and developing its | 
potential in the local and foreign market, will also be 
responsible for meeting sales targets 

Location : Mumbai 

Experience :.0 - 2 Yrs 

Apply at: hitp//www.jobsahead.com/jobworld.htmi 


Marketing Professional : Larsen 
information Technologies Lid — 
Analyze RFP's and Sales opportunities & prepare — 
appropriate proposals, rotate the web on your fingers 
to map prospects and develop business, effectively 
work with various techno-marketing teams. 
Location : Mumbai - s A | 


And Toubro 


Experience: 1-3 Yrs - 


Apply at. http://www jobsahead.com/jobworld.html 


Private Limited — 


Business Development Manager : Prolease India - 
Shall ensure that targets set are achieved on a . 


monthly basis, prospect identification, making cold - 


calis, hand holding with clients, coordinating with the 
Operations function, must be a strong believer of. - 
Business Process Outsourcing (BPO) as a product. 
which has a good market potentials, converting - 
prospects into clients. RW CUT 
Location : Delhi, Mumbai, Bangalore, Chennai, - 
Hyderabad S Li 


Experience: 6-8 Yrs. do eT 


Apply at: http://www jobsaliead.comfjobworld html. 





Foi Advertising within Jobworld contact us at: 





ennai (8131278) 





Mumbai (26431914/24962601) | Bangalore (2296844/5596; 


























In association with ‘jo bsAhe 
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NN Office Manager: Pinnacle gjss.. | Senior Software Engineer : Sasken 
nt |. Responsibilities. include management of all activities | 3G protocol | stack - LT inter ài 
y o |..of.a small office ie from: front desk handling to | RRC/MAC intemals overview. RRO 
in rade. frac | 8 accounts, database handling, utilities, marketing details, Integrating 3G protocol stack 
UI material - “dispatches. housekeeping ^ etc. Layeri 
nt. d Location : Delhi, Faridabad, Gaziabad, Gurgaon, | Location : Bangalore 
] Noda ^ : Experience : 3-6 Yrs 7 
3 — Experience : 5- 8 ys Apply at hitpfhwww. jobsahead, cor 
a Appi y a htp: liwere jabsatvond. comfobuori html 




















































E d o experience 








UAE ! SAP Professionals : Pavan sy stem 
oe HR Manager : Astell Infotech inc CS BE / ME / B. Tech / M. Tech / MBI 

orid.himi i ‘Candidate should have an experience | ‘of setting. up | equivalent with alieats 3 years of ex 
—. |. the HR function in the organization. The job would |- willing to re-locate at Mumbai 

| include a lot of attention to. resourcing and setting up | Location: Mumbai 

.L the HR Systems. The Person will be responsible for | Experience 3-20 Yrs 

AP Recruitment Resourcing. Appraisal salary prepara- | Apply at htto:/Aww TORIN comjebwoi him E 

© tion Office. Administration. & other HR functions, | M. 
Location : Delhi ] Project Engineer - Java. 

-|- Experience :5 - 10 Yrs. TE Engineers must have i 

: . Appy at iiiv jobsahead. comijobworld. himi ability. to wok in- 
wen of the module 

^s | 

















: CHR MANAGER : ‘Apex Executive Centre » 
< PA management graduate from a respectable insti- 
oe erre Taat. & Vendor: j tute, would be a proactive leader in motivating and | 
andíing final accounts & preparation of - | training the staff, would also form policies that are- 
«sheet. Resource mobilisation, Working | ‘required for the effective management, should pos- 

& Fund Flow. simt Coning and. assets | -sess interpersonal skills - 2 
Ty E Location:Deii ——. 
-Experience : 3-6 Yrs | 
js Apay a at Mitis jobsahead. comobwor, him 
















| IT E 


: VBEO , Crystal Reports ASP Programmen: 
.—] Prithvi information Solutions Ltd | 
| Looking for bright VB programmers. ‘having sound | o 
knowledge of VB6.0 , Crystal Reports ASP to join | Mainira 
"so peus. The salary will be at par with. industry standards. | 

Y | Location ; Hyderabad 
| Experience :2 «4 Yrs 

Apply at itp JN. jobsahead. convijobworia. himi 





T System - Analysts : Softek Pvt. Limited - 

| Require. 3 System Analysts: with good. hands on di 

^| experience in Basic SQL with strong Analytical & | ^ 

|] Project Management Skills, Extensive experience 

| with data mapping tools and good understanding of | -t UCHOF 

M data table structures and data models is required. loe 

E Location : Bangalore 

y |] Experence:5- 7 Yrs. Be os 
- Apply at: hp: Aw. jobsahead. comijobworld. him ^ 

















‘Project Manager - Peoplesoft HRMS : Sierra | Location "Other i | 
Atlantic | Experience < 10 - m Yis 


Overall experience of 8 yrs or more, should have. | Apply at Wee Jwww jobsahead. comijobworld. nmi p 
worked on atleast 2 Peoplesoft: implementation proj- "PES 
‘ects and lead teams through atleast 2 complete proj; | Clearcase Admin : Eyeglobal Technologies Pvt 
ects, skills in Project Management and Peoplesoft ( | Ltd 






















HR Functional) are essential... |. Multi-site clearcase with. UCM, -Configurati inm 
Location : Hyderabad n : |: agement, Process. knowledge, Unix exposure. i 
Experience :8- 10 Yrs : | musi 


| Apply at ned lw. jobsahead. toniobuont himi | Location : Bangalore 
Ci Experience: 4-6 Yrs 


Cp Apply at htip//www. jobsahead. comfobworld hin 





Career information 1 that makes s sense. 


( F x GM - o P E RATI or hi 


We, a well known diversified Com pany in Sox uth India, 
require a young dynamic "General Manager" for our 
Chemical Plant attached with Power Plant and other 
Ancillary units. 












Candidate should be an Engineering Gradu ate, M IBA : 
from a reputed Institute in the age group of 32- 37: yea S | 
and should have a minimum of 5 years experience as | 
"Profit Centre Head" of similar units. He will be 
responsible for smooth and efficient runni ing of the 
plants with support Team. 


He must have adequate commercial knowledge, | 
people Management Skills and Analytical Skills. and 
also possess excellent Leadership Qualities, strong | 
written and oral communication skills with proven track | 
records | in all managerial functions. | 


pply in strict confidence within 7 days to: 


The Advertiser 
BW-9999 Businessworld 
14, Madan street 
Kolkata-700072 


2 ore rms 


MEERA SETH 


HRIGU Thomas was taken aback when he saw the 
daily funds statement. A dividend had been declared, 
worse even paid out, and he, the chief executive of 
Nav Grey India, did not even know about it! Bhrigu 
was not yet a member of the board. The chairman, 
Nand Varman, using a quorum of three — his father, 
uncle and brother — had passed a resolution to de- 
clare the dividend. Bhrigu felt depleted. 

“How am I to manage Nav Grey now?” he wondered. After 
all, he was legally the COO! Bhrigu already had enough on his 
mind and worse, felt he had been circling round the issues for 
too long. I must decide today, he thought and asked for an ap- 
pointment with Nand Varman, the ‘considered’ head of the 
family-managed Navee Group. 

Nand Varman, who headed Navee Group's Navendors In- 
dia, had signed a joint venture agreement with Fine Grey of 
Holland (FG) to partner it in its foods and beverages (F&B) 
business in India. According to the deal, Nand would remain 
president for three years from the time the joint venture was set 
up. Then he would appoint his successor and then the old 
management would move out. So Navendors, which was in 
health products, was to move into F&B and go professional. 
Nand had, in concurrence with FG, hired Bhrigu and Jaideep 
Veera and designated both vice-president. The plan was the 
better of the two would be made president and the family 
would just be stakeholders. Navee agreed as it wanted to chan- 
nelise its energies into its core business: oils and chemicals. 

After the joint venture was formed, Navendors was re- 
named Nav Grey. It had three SBUs — foods, beverages and 
parlours. Bhrigu was made VP of one of the SBUs and in two 
months, he was given another to handle and then made senior 
VP. By the end of the second year, Bhrigu was handling all three 
SBUs and Nav Grey president Nand, together with FG, decided 
Bhrigu should succeed him. Bhrigu was told to hire his men 
and form his team. But this came with a rider: “You havea year. 
If you can show results, you become president.” 

Nand went along with all this as this was what he wanted. In 
all fairness, he did want to focus on the commodity businesses 
in which he sawa huge future. To pave the way for Bhrigu as the 
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‘mance was more than what they had expected. So they stayed 


- himselfin a situation where his businesses would not turn in so 
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contingent president and to prove to FG that he meant what he 
had promised (unless that was assured, greater management 
participation and technical skills would not be forthcoming 
from FG), Nand stepped down. His role was limited to charting 
the course for Nav Grey, deciding what role it would play in the 
the Navee Group’s scheme of things, being its public face. 

Nand was determined to nourish and enhance the Navee 
saliency, bring into it clear professionalism and progressive 
business management. It was because of this that FG commit- 
ted itself to partnering Navee in India. Asa family-run organisa- 
tion, the Navee Group was doing well in the late 90s, plus the 
firm Navendors had been associated with Nand for many 
_ years. From a distribution and marketing company, it would 
-. now become a manufacturing company in its Nav Grey avatar. 

Time went by and by early-2000, when Nand's businesses 
started developing cracks, he thought it was a temporary thing. 
But when the healthcare business, too, ran into trouble follow- 
ing a consumer complaint that ramped up legal costs, Nand 
saw he needed more cash to turn around the ailing businesses. 
The family expected Nav Grey to generate these funds. So the 
dividend objectives of FG and the key promoter did not match. 
FG wanted long-term growth and brand-building, while Nand 
and his family were seeking short-term cashouts. 

All along, FG had only an operational interface with Nav 
Grey in India, and they didn't see the need for more as business 
picked up very well, the plants were in place and the perfor- 


with the operational management and interface, since on areas 
like investment or dividend, they did not need to strategise. So 
they put their time and effort in managing the Nav Food brand, 
setting up branches, the distribution network and so forth. 
The Nav Grey employees were aware of the crises in Nand's 
other businesses. So was FG. But as far as it was concerned, it 
was entirely Nand's affair and he did not see how it could inter- 
fere with Nav Grey's business or operations. In any case, they 
had seen that Nand did endeavour to keep his family busi- 
nesses distinct from Nav Grey. Transparency had been the hall- 
mark of their relationship with Nand, so they shrugged it off as 
"these things happen even in the UK, and we are aware that 
family-managed businesses will face hardship in the face of a 
turbulent economy and the entry of liberalisation” — meaning 
professional businesses run on professional methods. 


ARLY 2001 was also a time of personal calamity for Nand. 
His wife of 12 years filed for divorce. In the middle of failing 
fortunes in business, this was additional stress on his fi- 
nances, for he had to make a one-time settlement of Rs 1 crore 
and then pay an annual alimony of Rs 25 lakh. So, Nand found 


~ much money and he had no cash resources. 

This sudden turn in his personal life happened at the end of 
2000, three months after he had agreed with FG that Bhrigu 
should take over as president from 1 January 2002. For Nand, 
this was very badly timed. As per his agreement with FG, Bhrigu 
would have to prove performance to become president. In the 
interim, though Nand had stepped down as de jure president, 
he continued to be so de facto as the business would need an 
able navigator. Consequently, Nand was earning the salary of 
president although he had given up the title. But what caused 
him great anxiety was that if Bhrigu did become president, then 
he, Nand, would have to step out of the role as de facto presi- 
dent and thus give up his salary, which would then start accru- 
ing to Bhrigu. And after that Nand would be relegated to just a 
dividend-earner as a shareholder of the Navee Group and 
its chairman. 








It was not a nice situation for the honest, straightforward 
Nand. Until now he had two sources of income: one as sitting 
president of Nav Grey and the second as a shareholder of Nav 
Grey. Now he would have to earn that entire amount as share- 
holder, if only to support his financial commitments! 

It's time to let the readers into the life of Bhrigu Thomas. It 
was four months since he was told that based on his perfor- 
mance he would be made president. But everyone knew at FG 
that this was just a technical thing, that Bhrigu would take over 
as president. Towards this end, he was even made privy to ex- 
tremely confidential matters. At no time during these months 
was his performance questioned or evaluated or even men- 
tioned in the context of his presidentship and he was even re- 
ferred to as such in business meetings with outsiders and insid- 
ers. The official designation and announcement at the end of 
2001 would thus be a matter of detail and form. 

Bhrigu was an idealist, committed to his job 
and Nav Grey. Plus, he was efficient and 
competent. He was all that. Neither did 
he for amomentthink "What ifI do not 
become president? for there was no 
scope for that question to arise. 

He knew he was president. And 
he worked like one, with the 
responsibility and decorum 
of a business head. 

Nand, for his part, had 
announced himself as 
chairman of the board of 
the Navee Group and 
thus chairman also of. 
Nav Grey (this FG had 
agreed to). As chairman 
he continued to oversee 
the overall business, but 
he retained the power to 
take financial decisions as 
he felt this portfolio 
should be handed over to 
Bhrigu after he became 
president; after all, finance 
was a sensitive portfolio and 
Nand felt that it would be unfair 
to load Bhrigu's 'trial period' with 
too much. But reality was Nand was 
completely hands off on finance, just 
overseeing, while Bhrigu made all the de- 
cisions. Bhrigu had alot on his plate anyway. 
He hada year in which to select his team, allocate 
jobs, validate his future organisation structure, his 
strategy, his targets and the entire operations. 

In many of these, because of old management styles, Nand 
did periodically differ on some issues and he did say: ‘I would 
have handled this differently’, but fact was he accorded full 
freedom and responsibility to Bhrigu to structure and navigate 
Nav Grey the way he wanted. Bhrigu could understand Nand's 
viewpoint; after all, he had managed and run Navendors for 14 
years, had a style of managing and such a style had also worked 
well for Navendors. So he even heard out Nand’s opinions with 
equanimity. And there was enough transparency in their rela- 
tionship to actually discuss these issues. Nand, on his part, was 
frank when he told Bhrigu: “If at times I am overbearing, persis- 
tent or insistent to the point of hindering your style, you must 
let me know. For my intention is to ensure you are sailing a 
healthy, good boat.” 
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And after four months of such amicable relating and calm, 
came the divorce and with it enormous financial strain for 
Nand. One might ask: ‘Didn't Nand see the divorce coming?’ He 
did. But he had not expected the court to rule so highly on the 
alimony. Fact was the Navee Group was affluent and affluence 
breeds a demanding environment, like it did for Nand. He had 
two ways of looking at his situation: one he could stay on as 
chairman and expect to get an enhanced income base equiva- 
lent to what he was getting as president of Nav Grey and as div- 
idend. Or he could hope his other businesses would revive. 

Nand, being the transparent person he was, discussed his 
situation with Bhrigu and asked if his income could be made 
good even after he was not president. That meant increasing 
his dividend as shareholder to that extent. Bhrigu in all fairness 

— even if he didn't need to calculate — went back to his state- 

ments and projections and came back and said that 

under the circumstances in which Nav Grey 

was, having just taken on more loans fora 

new plant in Gujarat, increasing income 

was not possible. Neither was he ina 

position to make a formal commit- 
ment on the numbers. 

Two more months passed 
and Nand told Bhrigu: “I have 
seen your projections and 

performance. You must 
double revenues and busi- 
ness. You need to step up 
the effort and the pace to- 
wards this end and I have 
a strategy plan to achi- 
eve this." So, he detailed 
the business approach 
and push that would 
earn higher profits and, 
thus, justify Nand's big- 
ger dividend. 
Bhrigu talked this over 
with FG and it said: "We 
don't really have an issue on 
that; if Nav Grey can return a 
higher dividend, we will be 
happier of course, but as long 
as the business does achieve that 
level of growth. If Nand is saying this 
level can be achieved, very well then; 
go out and achieve it.” 
Bhrigu was concerned. “I don't think 
that level of growth is possible; we have already 
done 100% growth in the last two years and to now ex- 
pect the business to double that is inconceivable and not re- 
alistic." One FG director said: "I have said this earlier and I say it 
now, we are not pushing for numbers in India yet. We have 
been extremely happy with the progress in the markets and we 
continue to emphasise brand-building. So whatever numbers 
you say are okay by us; you are the business head. But once you 
commit to a number, achieve it." 

Bhrigu was completely at a loss. He spent the weekend 
thinking deeply on his exchanges with the directors of FG and 
tried hard to address the problem objectively. Being objective 
meant in the first place, thinking as a president would for his 
business. And when he did so, he was clear that doubling of tar- 
gets was impossible. But what it also meant was telling Nand it 
was not possible. It was a disconcerting situation for Bhrigu, 
knowing as he did the real objective behind Nand's demand. 




















But he reckoned he had to be sensible about all this and, 
hence, he went to Nand and said: “Ihave done all I could to look 
at the possibility of doubling targets and I am clear that it is im- 
possible. I know how the market is today, there is enough brand 
clutter, the retailer is getting belligerent, and in such a scenario, 
if we achieve the targeted 30% growth we will be lucky.” 

Nand shook his head. He had seen tougher markets and he 
also knew from experience one cannot give up in the face of a 
resistant market. He said: “You need to look fora new way to re- 
vive and revitalise the market. Have HLL and P&G stopped 
pushing their soaps because there is brand clutter? Find ways 
of differentiating, look at how the big guys are doing it! And any- 
way, it is the job of your sales team to achieve the growth. Dou- 
ble their targets, they will find a way to get there.” 

Bhrigu stared at Nand. This was quite unlike Nand, he 
thought briefly. But then, maybe he himself was being wary 
and conservative, he thought. After all, didn’t Nand often tell 
him ‘the moment you are business head you have to stop think- 
ing like a product manager or a salesman’ 

Unclear and unsure, Bhrigu plodded on, looking for some 
hope in the horizon. Two months passed as he pushed and 
tugged and hustled the sales team. He sat with each of them in- 
dividually, examined every territory and product, even every 
retailer and distributor and picked out every little case where a 
small push would be useful. Then not wanting to harass them, 
he said let us go fortnight by fortnight and work at it. At the end 
of the tenth month, Nav Grey had achieved 80% of target. But it 
was not to please Nand. “Have you forgotten the targets were 
doubled? One month for the year to end and you have not even 
done half!” he said to the sales manager. 


tributor and questioned the sales team. As it happened, two 

distributors had reduced offtakes because credit had been 
squeezed for non-payment of old bills. And the amount was 
significant. Sales pointed to the finance head Prasad Naik. 
Nand questioned Prasad and he explained that the company 
was already tight on funds with the loan repayment. So delayed 
payment by distributors was causing ripples in the loan inter- 
est, which Nav Grey could ill afford. “This is ridiculous!” said 
Nand. “These must be seen as separate events. Can we, there- 
fore, stop selling? If we don't, where will funds come from? Why 
wasn't I told about this change in credit terms?" 

Bhrigu stepped in and said: “Nand, I decided the credit 
terms and I need to take that stance.” Nand was annoyed. He 
told the finance head: “Did you calculate the impact on our 
sales that this decision of yours will have? Is your job only debt 
management? Dont you think topline? And mind you, this is 
also impacting the sourcing needs of the oils business. You 
know that business needs cash assistance from this business!” 

The net result was Prasad Naik resigned the same day. He 
said to Bhrigu: “All this is very unfair. I feel like I have been 
dragged into your war.” Bhrigu was surprised. “What war?” he 
asked. “Bhrigu, we can all see your vision and Nand’s are not in 
sync. Must I say more? You hired me saying Nav Grey is profes- 
sionally managed. You showed me a picture that is not true. You 
dont have to spell it out, I am heading finance and I can make 
simple calculations to know what is going on. The nuts and 
bolts is, when there is a crisis, professional management fails, 
family management prevails. Such cultural and management 
differences will always be there no matter what the family feels 
about wanting professional management. I can get other jobs; 
I don't need to test my capability to face family management!” 

The news of Prasad’s resignation spread among the already 
demotivated managers, especially those Bhrigu had hired. 


Ts witch hunt began. Nand probed every figure, every dis- 
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Worse, they all alluded to the stressed relationship between 
Bhrigu and Nand, even if they did not say so openly. What also 
surprised them was that Nand was now covertly blaming Nav 
Grey for the oil business situation. "When did this come up?" 
they asked. What they knew was that Nand had often said that 
Nav Grey would be separate and distinct from the other busi- 
nesses. "Then why this dependence now?" they asked. 

Bhrigu could appreciate that Nand did have a real problem 
and most of his behaviour now was the outcome of that. Specif- 
ically, the divorce was a nasty thing to happen. The once happy 
and sensible Nand now looked lost and agitated. Bhrigu could 
sense his pain and sympathised with him. Yet, was there place 
for emotions and feelings in business, he wondered. Bhrigu 
was convinced this was an aberration. He needed to be patient 
and calm and not let this confound their relationship. But what 
could he do to help Nand, much as he wanted t6? Bhrigu's up- 
bringing and principles simply would not allow him to use the 
organisational arsenal to solve Nand's personal problems. Yes, 
in family-managed companies all this was quite common and 
legal. One business bailed out another, business managed fam- 
ily crisis; businesses were even 'gifted' based on emotion and 
not merit or competence. 

But Bhrigu came from a professional management school. 
He looked up to Nand as a wise man with depth. Which was 
true. He also knew the other managers at Nav Grey would not 
see the good side of Nand, trained as they were to appreciate 
profit and performance. 


EANWHILE, the year drew to a close and Nand wrote to 
FG: "Bhrigu's objectives on Nav Grey aren't in sync with 
my vision. There is no doubt in my mind that he has the 
capability to head a business. What will be valuable at this 
point is for him to become more aggressive and creative in his 
management approach. A growing business needs aggression 
to imagine a bigger vision and growth targets. I do think, there- 
fore, I need to involve myself more in the business than I did in 
the last year," 

FG's directors called Bhrigu. In response Bhrigu said: "I can 
see that Nand has a vision which is different from mine. Natu- 
rally, Nav Grey cannot operate with a dual vision. I respect 
Nand for all that he has done for the business and his capability. 
It is not possible for me to debate whether a doubling of targets 
was feasible or not. If you go by actuals, it was not; if you go by 
targets, by Nand's vision, then it may have been possible if the 
envisioner was also the one who ran the business." 

And now the dividend that was paid without him knowing. 
Bhrigu met the family heads and told them his decision to re- 
sign. The senior Varman, an 80-year-old man, looked straight 
into Bhrigu's eyes. "And what will you do?" he asked. "You area 
very senior executive. The current economic situation is not 
going to be specially kind to you. It's the same for all, be it Nand 
or you. Both of you have a professional crisis. Would you rather 
seek the comfort of acquiescing your ego, or stay on and see 
how you can stretch your capability and withstand and over- 
come all this? Which is a bigger challenge? Arre beta, at your 
level, is a job all that you want? That you will find anywhere. But 
will this opportunity come again? Even I feel very challenged by 
what I am seeing here. If Nand is my son, so are you. But | am 
not justifying his position or stance. I feel both of you have 
come to the crossroads. Neither of you want to leave your posi- 
tion and let the other pass. But one of you has to make way. But 
in doing so, both of you will be affected. That is the challenge!” 

"Then what do I do?" asked Bhrigu, completely at a loss. 
"You have to find a solution!" said the senior Varman. "For thus 
you will sanctify professional management!” a 
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makes the toughest and most value- 

based individuals behave in atypical 
ways. The mind can rationalise any act 
and soon we begin to believe that we be- 
haved in the most appropriate way in a 
given circumstance. This is not a dilem- 
ma faced just by family-run firms. Often, 
leaders of the most professional of firms 
find themselves at the crossroads. 

On the one hand, there are the trap- 
pings of success and the need to stay in 
power. On the other, is the need to do 
what is right for the organisation and its 
people. In a crisis, people often have to 
make difficult choices. The defining pa- 
rameter is whether they follow a princi- 
ple-centred approach and do what is 
right, or do they rationalise their views 
and do what is convenient. 

Taking a pragmatic view, one em- 
pathises with both the players in this 
case. Nand has long been the head of a 
family-run business where the border 
between organisational and personal 
wealth is often blurred. Bhrigu is the pro- 
fessional manager fired by the desire to 
build and lead a successful organisation. 
By the standards of professionalism, 


T»: natural instinct for survival 





there is no doubt that Nand is violating 
the principles of ethical management, 
yetitis only fair thathe demand a greater 
return on the investment that he has 
made. The situation is complicated by 
the fact that there are other real stake- 
holders in the business — the employees 
and the partner. Whatever may happen 
in his personal life, Nand must optimise 
not just for himself, but for all the stake- 
holders since they have trusted Nand to 
do what is right. By misusing his posi- 
tion, he is eroding that trust. 

The impact on the organisation is 
that people who are supposedly in posi- 
tions of influence find themselves pow- 
erless to influence the processes in the 
organisation that they are supposed to 
control. For Bhrigu, this is the basis of 
dissonance, and he must make a choice. 

But people differ in their approaches 
to the same situation. Some will find a 
way to cope saying: "I am here to do a 
job, and it is for the partners to sort out 
the situation." So, they tacitly agree to 
the goings-on. Others will get outraged 
and leave. Still others will use it as a basis 
for furthering their own goals by helping 


is probably operating from his desire to 
create a strong and stable business and 
does not want other considerations 
clouding his decisions. He must under- 
stand that these pulls and pushes will ex- 
ist. That FG, too, could have made the 
same demand. And he must ask himself 
whether his response would have been 
the same then too. 

It is vital that members of the top 
leadership team first create alignment 
and a deep understanding of each other. 
That is critical for building an environ- 
ment of trust, where it is not only appro- 
priate, but also a norm to raise difficult 
issues and arrive at the right decision. It 
appears Bhrigu and Nand have not built 
that relationship. In fact, it seems Bhrigu 
is not an active and involved member of 
the team. He is able to influence neither 
partner and is, thus, hurting himself, 
those he has hired and the organisation. 

If we define integrity as "doing what 
is right and not what is convenient’, then 
could both Nand and Bhrigu have dealt 
with the situation differently to arrive at 
more mutually acceptable outcomes? 
Had they discussed the greater need for 


It is vital that the top team first align themselves and under- 
stand each other. That is critical for building an environment 
of trust, where it is not only appropriate, but also a norm to 
raise difficult issues and arrive at the right decision 


the situation gain greater acceptance 
within the system. 

Then what is right and what is 
wrong? As someone said: "There are no 
absolutes in something so relative as 
life." The definition of integrity for most 
people varies on the basis of their experi- 
ences, their upbringing and their defini- 
tion of success. Thus, whatever be the 
situation, people will respond based on 
what is important to them. 

It is apparent that the normally 
transparent and principled Nand is un- 
happy with the situation. There does ap- 
pear to be a deep moral struggle, yet, op- 
erating as he does from the blurred lines 
of organisation and personal wealth, he 
rationalises his actions. It is also appar- 
ent that he wants to do this in an appro- 
priate way — by improving the perfor- 
mance of the company, by increasing 
marketshare and, thus, wealth for all 
stakeholders. 

Bhrigu, the other player, is fired by 
his own ambitions and the sense of re- 
sponsibility he feels towards the people 
he has hired and his own principles. He 


cash and returns, they might have come 
up with more acceptable ways of dealing 
with the situation. The problem has 
been heightened as there has been a 
complete breakdown of already low lev- 
els of trust and involvement. 

In the final analysis, this is not a 
dilemma unique to family-run busi- 
nesses. The clarifying moments come 
from three different sets of analyses. 
First, we need to assess and be comfort- 
able with the intrinsic values of the indi- 
viduals and the organisation and how 
these affect decision-making. Second, 
individuals must have the courage of 
conviction to confront and resolve diffi- 
cult issues, operating on the basis of 
what is right. Finally, there needs to be a 
judgement of what an individual can 
control and influence. Managers and 
leaders today constantly have to make 
choices. It is our ability to sift through 
the various factors and our commitment 
to doing what is right that will guide us to 
make the right decisions — decisions 
that will help us to leave a positive legacy 
in our worlds. m 
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Achal Bhagat is a psychiatrist and psy- 
chotherapist at Apollo Hospital, New 
Delhi. He works as an organisation ana- 
lyst helping organisations deal with is- 
sues of mindset. He also heads a volun- 
tary body, Saarthak, that works for the 
rights of people with mental illness. 


that we all have to ask and answer 

when we interact with the outside 
world. Am I my own agent? If am, then 
the objectives that I pursue and the rule 
that I create when I pursue those objec- 
tives are largely mine. I am primary, 
nothing else matters. This is an agnostic 
position, which does not have a basis in 
reality because there is no one who 
works only for his or her own objectives 
or only by his or her own rules. 

Am I my family's agent? If I am, then I 
work and live to protect and provide for 
those who are my own. | work for them, 1 
create for them and I bequeath to them. 
Many people live in this small world and 
their interface with the world is to fulfil 
the objectives of their family or clan. 
They survive. 

Some people live beyond these prox- 
imate circles. They extend themselves 
and live for contributing beyond them- 
selves. They create systems, movements 
and organisations. And they let go of the 
creations that they have made to sustain 
these beyond themselves. Nand seems 
to be one such individual who had the 


Wines agent am I? It is a question 


CASE STUDY ANALYSIS 


capacity to let go to grow and evolve. He 
chose to be the agent of a broader objec- 
tive. He has made a choice. A difficult 
choice that he would pursue the growth 
for an organisation even though it may 
risk his own objectives and control. He 
had the knowledge when he made his 
choices that his personal objective at 
times would be in conflict with the ob- 
jective of the organisation. 

His insight was at an intellectual 
level. His internalisation of this insight 
and it becoming a philosophy for his life 
is a process that is still going on. In the 
face of stress, his personal objectives 
have become primary again and he has 
become his own agent. His needs have 
increased but his resources have de- 
creased. In the face of this stress he has 
to answer a question: can he revert to a 
safe position and rebuild from there. He 
wants the control of the organisation to 
be able to survive the current stress. But 
the organisation has evolved and its ob- 
jectives are not the same as Nand's ob- 
jectives now. It is not his personal re- 
source now to steer the way he wants to. 

It is tough when the resources that 





ugh strategic management. Whenever 
strategy is contravened without a strate- 
gic reason, it becomes a hump too diffi- 
cult for the organisation to survive. 

When an organisation grows beyond 
the individuals and the individuals try to 
reassert themselves, it stops performing. 
It gets confused because it does not un- 
derstand what its real objectives are. 

Nand has to recognise that his need 
for the organisation will be beyond the 
present short-term gain of the dividend. 
What will happen the next year and in 
the year after that? The need will be the 
same or may increase and the organisa- 
tion would not be performing well 
enough to be able to deliver. If the 
longer-term needs are to be met, then 
the short-term ones must be addressed 
differently. 

What Nand needs to do is to not 
overlook his strength and vision. He has 
helped the organisation develop the 
strategy that it has today. He has to ac- 
cept the ownership of the vision and not 
the resources. The moment he sees the 
vision as his strength he would be able to 
explore other ways of covering his short- 


When an organisation grows beyond the individuals and 
the latter try to reassert themselves, it stops performing. 
It gets confused because it does not understand what its 


real objectives are 


we think of as ours are not ours any | 


more. Resources that are commonly 


owned are resources that one has to be | 


more accountable for. People whose ob- 
jectives we have agreed to adopt govern 
the rules for such accountability. 


Itis only human to want to bein con- . 
trol of what we have always been in con- | 


trol of. To do things the way we have al- 
ways done. It is also natural that this is 


not acceptable to people whose objec- | 
tives we have agreed to adopt. They want 


to be sure that what we do helps them 
achieve their objectives, they want us to 
synchronise our objectives with theirs. 
Nand must recognise that it may be 
possible for him to be his own agent, but 
it is not possible for the organisation to 
become his agent. Even if Bhrigu allows 
such a transgression, even if Fine Grey 
overlooks it, the processes and the or- 
ganisation will groan in face of it. The or- 
ganisation will see it as a retrogressive 
step — away from from what Nand has 
sold to all the people. And all processes 
in the organisation are geared towards 
this vision of a sustained presence thro- 





| 


| 


term needs. Whatever the position in the 
market and whatever the clamour for 
people who are trained and younger, 
there is always a need for people who 
think of organisations beyond them- 


| selves. Nand is such a person and people 


need to recognise that. Most of all, Nand 
himself needs to recognise that and hon- 
our himself. He is not a free loader. He is 
stressed and thinking short-term. He 
needs to stop and think. He needs sup- 
port in the crisis — we all do — he needs 
to explore other support mechanisms 
rather than influence the morale of the 
organisation negatively. 

Bhrigu and Fine Grey could see Nand 
as a resource. They could see how else to 
nurture this resource beyond its present 
role. He is still responsible for the link- 
ages. He could still help the organisation 
develop and grow. Bhrigu obviously 
needs to be clearly in charge. He would 
need to be empowered and not threat- 
ened. It is for Nand to say to himself that 
in the present crisis in his life, what he 


| needs is proof that his vision has been 


| 


consolidated and not dismantled. X 
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BOOK OF ESTHER 


By Esther David 
Penguin Books India 
Pages: 394; price: Rs 395 
been docu- 


p 1 Vs. of the 


Jewish experience 
in India. Whatever 
little exists, is at 
best, sketchy. 
Worse still, it only 
eulogises the mag- 
nanimity of India and Indians — of 
being the only country and only race 
in the world that didn't persecute the 
community. And which let them be. 
Those accounts are damaging for 
two reasons. One, it offers a world- 
view that is skewed. And two, when 
the history of contemporary India is 
written, there will be very little per- 
spective the historian will have on 
what goes on in the homes and 
minds of what is, perhaps, India's 
fastest diminishing population. 
Esther David's book is important for 
precisely that reason. 

Loosely based on stories from a 
childhood spent in Ahmedabad, 
Book of Esther offers fascinating 
insights into the mind and workings 
of a people most Indians are unfa- 
miliar with. Which is why this book is 
important reading for those who 
want to have a fuller understanding 
of everything Indian. Besides, Book 
of Esther is a fine piece of work — 
slow in parts — but quite clearly a 
harbinger of explosive talent from a 
school of writing that is uniquely 
Indian. 


ERY little has 






A PRISON DIARY 


By FF 8282 
Pan Books 
Pages: 259; price: £5.99 











THE FRAMEWORK 


VIDYA VISWANATHAN 


OU can take this book to bed to 
read before you go off to sleep. But 
soon you will find that despite its 
chatty conversational style, it is 
making you think, and think hard. 
It strikes at the very foundations of the 
decision-making process that you thou- 
ght you had spot on. By now youd be sit- 
ting up, all your faculties on high alert. 

Go on reading and you will soon 
leave the warm comfort of your bed and 
sit at your desk with pencil and paper, 
working out exercises that have been 
provided liberally. Yes, that’s the kind of 
book Winning Decisions is. It's a real- 
world decision-maker's guide to deci- 
sion-making. 

Take this example from the first 
chapter. Do you reward just an outcome 
or also the decision-making process that 
led to it? Today, most decisions are 
judged by the results they get. But this, 
the authors argue, overlooks the fact that 
it is almost impossible to wait for all 
the facts to come in before taking a deci- 
sion in today's fast-paced world. So, luck 
does play a big role in the success or 
failure of a decision and we often end 
up rewarding luck and penalising a ro- 
bust process. 

The authors highlight mindsets 
which are common in most organisa- 
tions. Read this encounter that they had 
with a senior manager who argued that 
results were important. He says: "I can 
promote three people. One has a track 
record of 50% mistakes. The second, 


By T.M. Bhasin 











E-COMMERCE IN INDIAN BANKING 


Authorspress (New Delhi) 
Pages: 586; price: Not indicated 





WINNING 
DECISIONS 


Getting It Right 
The First Time 

By J. Edward 
Russo & Paul J.H. 
Schoemaker 
Currency 
Doubleday 

Pages: 319; 

price: $27.95 


2596. And, the third, no mistakes. Who 
do you think I will promote?" The man- 
agers expects them to answer "the per- 
son with no mistakes". But the authors 
argue: "How can there be an experi- 
enced manager with no mistakes? He 
perhaps never tried too much." 

So, does it make you want to rebuild 
your decision-making framework from 
scratch? The authors make it easy for 
you as they have already created that 
framework. Russo and Schoemaker do 
know a thing or two about finding out- 
of-the-box solutions to run-of-the-mill 
problems, in their capacity as professors 
and consultants to companies. Add to 
that the fact that Schoemaker is the re- 
search director of the Mack Center for 
Technology and Innovation at the Whar- 
ton School and Russo gets his kicks out 
of applying leading-edge decision tech- 
nologies to real-world problems. 

A bit about the framework. The book 





documentation of life in Belmarsh, 

where the former Conservative Party 
chief was sent after being found guilty of perjury. Archer keeps 
insisting rather tediously on his innocence (!) and, despite a 
scandal-ridden life, paints himself as a wronged man. In A 
Prison Diary, there is page after page of what Archer ate (or did 
not eat) for breakfast, lunch and supper for 22 days. These 
chronicles of prison life have been serialised in a British paper 
too. That may pall even his diehard fans but there's no stop- 
ping Archer. Two more volumes have been promised. Li 


Comer © Mosanillan Pubtirhers 


F: 8282 is Jeffrey Archer, and this is his 








Indian banking would have been un- 

heard of given that most bank branches 
didn't even have computers. But with the growth of ATMs and 
the Net, it has become de rigeur for the chairpersons of even 
public sector banks to hold forth on technology. Hence this 
book is no surprise. Bhasin, who was with the Oriental Bank of 
Commerce when he wrote this book, covers issues like pay- 
ment systems, Net banking and electronic security. There are 
case studies of ICICI] Bank and HDFC Bank and suggestions 
for implementing e-commerce in public sector banks. 3 


T» years back, a 'book on technology in 
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MAKES THE DIFFERENCE 


delineates a four-step process that every 
decision-maker should go through 
when taking a decision. The steps are 
‘Framing’, or deciding what is important 
and what is not to the decision; ‘Gather- 
ing intelligence’, or getting, without bias, 
the facts that are possible to get; ‘Com- 
ing to conclusions’, or systematic study 
of the available intelligence in the con- 
text of the framework to figure out 
what to do; and ‘Learning from ex- 
perience’, or applying knowledge 

of past results, even knowledge 

gleaned while implementing a de- 

cision, to make the difference be- 









J. EDWARD RUSSO is professor of marketing and beha- 
viour science at Cornell University’s Johnson Graduate 
School of Management. He has advised companies such 
as Boeing, Eli Lilly, General Motors and SmithKline Beecham. 







PAUL J. H. SCHOEMAKER is research director of the Mack Center 
for Technology and Innovation at the Wharton School. He has been 
consultant for nearly a 100 organisations, including a two-year 
stint with Royal Dutch/Shell’s scenario planning group 
















The first one deals with | eliminate conflict? A dean of a business 
frames of reference for looking | school wanted ideas judged on their 
tween its success or failure. And of at problems. For example, how | merit, irrespective of who the idea was 
course, the process is not necessarily do you define marketshare? Gen- | coming from. So he asked for ideas 
linear, say the authors. You may have to, | eral Electric CEO Jack Welch insisted | through email from everyone and then 
say, tweak the framing a bit, or even give | that his managers reframe their bound- | compiled these without mentioning 
it a complete overhaul, depending on | aries to stimulate higher performance. If | names and circulated them to arrive at 
what sort of intelligence you get. a manager reported that GE had a60% | consensus on the best course of action. 
This book sort of teaches through ex- | marketshare for a particular product, The section on intelligence gather- 
amples and exercises. (In a way, it is | Welch insisted the market wasredefined | ing has a list of pitfalls to avoid while 
more of a workbook than a book.) So we | in such a way that GE's share would be | analysing data. For instance: you have a 
will pick out a few examples that we | only 10% in the newly-defined market. | consumer survey of sample size 1,000 
thought were pretty neat. | Take another example: how do you ^ thatleads you to buy a Saab. Then some- 
one tells you this disaster story about his 


dO QUE ER Pp T Saab. How much will the new informa- 

i - tion influence your decision? We would 

“THE traditional command and control organization was oriented nearly expect quite a bit. a how much should 
Í exclusively toward performance. Those at the top ... do the thinking; the effect really be? Your sample size has 


those lower down ... implement the bosses’ thinking. And they were judged now gone up from 1,000 to 1,001. So, 


| | ! given the available intelligence, there 
solely on how well they did so, that is, on how well they performed. If your should have been no effect really! 








initiative fails, you fail. The emerging imperative is that every individual in If you are looking for change man- 
an organization must be a performer and a learner. And as the half-life of agement or "thinking out-of-the-box" 
knowledge plummets, learning now means not only adding to what you exercises for middle- and senior-level 
know, but dropping what you used to know that's no longer true. executives, the book is more than worth 

| | the investment. 5 


De ndent On The Military tarian regimes. There are also pimply young soldiers who play 
pe mayor, detective and social worker in a gung-ho but ill-fated 
attempt to rebuild a nation after the fighting stops. 

EET Gen. Anthony Zinni, the maverick Marine who rev- After visiting 18 countries including Kosovo and Nigeria, 
M els in the perquisites that he gets as commander-in-chief | and talking to generals, admirals, special forces, A-teams and 

of the US forces in the Middle East, central Asia and east | infantry troops, Dana Priest, an award-winning military af- 
Africa — and in those that he has appropriated as his own. He | fairs correspondent for the Washington Post, writes about 
regards himself as a bridge between the America's growing dependence on its 
countries of the Middle East and Wash- THE MISSION military to manage world affairs. De- 
ington, which has completely failed to scribing a clash of culture and purpose 





R ica’s Military In x 
understand the region. aga sy, through the eyes of soldiers and officers 
The Twenty-First ters f ] 
Apart from four-star generals who themselves, the author documents a 

i Century , + , 
lead the military during wartime and A T A historic and thought-provoking trend, 
reign like proconsuls abroad in peace- y one made even more significant in the 


; ‘ s W.W. Norton & . ! z 1 
time, readers will meet secretive Green mter es mm e v "n aftermath of 11 September as the US 


. , Ws Compan à 
Berets, trained to hunt down terrorists, ' Di A i ion daha turns to its warriors to solve complex in- 
but assigned to seduce ruthless authori- jst eH at Cad ternational challenges. a 
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CUT OUT THE BUDGET HYPE 


With little of consequence left to say on Budget day, the FM should put the proposals on the Net 


HIS is the time ofthe year when peoples minds turn 
to the Union Budget. Etymologically, a budget is a 
bag. Constitutionally, it is simply an annual state- 
ment of the Central government's income and ex- 
penditure. The Budget has attracted hype because 
taxes (direct and indirect) varied annually. With reforms, 
this should cease and there should be stability in fiscal pol- 
icy. However, especially since 1991, Budgets have also been 
the forum for announcing policy changes. But Jaswant 
Singh has told us not to expect any in Budget 2003-04. As 
Yashwant Sinha has no doubt told him, what is the point of 
big bang announcements if they translate into small whim- 
per implementation? Instead, look for policy changes out- 
side the Budget. Look for alternate fora where India needs 
to showcase reforms. Like the NRI bash, which is the right 
place to announce loosening of exchange controls. 
The FM knows the agenda for reforms. So, 
scrap pre-Budget meetings. Instead, ask 150 
people to submit notes, in case they have 
any new ideas. It is unlikely they will. 
These bright ideas have been floating 
around since 1991. As the FM keeps 
saying, everything should be in the 
public domain and already is. But as 
he also says, don't expect these in the 
Budget. Outside the Budget, does he 
have any reform priorities? If you took 
the mid-year review of the economy 
(MYRE), you might expect a focus on 
agricultural reforms, labour laws, privati- 
sation and infrastructure (power in particu- 
lar). But as the MYRE itself argues, this docu- 
ment is not meant to be a pointer to the Budget. 
Thus, the FM will reduce the Budget to an income and 
» expenditure exercise. This is fine, except nothing can be 
done on interest payments, defence outgo, subsidies (espe- 
cially food and fertilisers) and pensions — at least through 
the Budget. This freezes expenditure exogenously and the 
Budget becomes an income or revenue exercise. Given ex- 
perience with privatisation in 2002-03, any privatisation re- 
ceipt figure in the Budget estimates for 2003-04 is only no- 
tional. As is normal with Budget figures, revised estimates 
will deviate from Budget estimates and later, from actuals. 
Hence, don't take a real GDP growth figure of 6-6.5% for 
2003-04 or a fiscal deficit to GDP target of 5% too seriously. 
The Budget is not even a revenue exercise. It is a tax exercise. 
Part of proposed tax reform is already in the public do- 
main. States have almost agreed to a unified sales tax and 
there is time to convert 'almost' into unanimity, with the 












ANTHONY LAWRENCE 


Centre having agreed to compensate the states for possible 
revenue losses. Everyone knows the word VAT is being used 
euphemistically, as there won't be elimination of other indi- 
rect taxes. But we will finally have unified sales tax or incom- 
plete VAT from April 2003. There will also be broader cover- 
age of service sector taxation, although states don't yet have 
legislative sanction to impose such taxes on their own. 

This brings one to Kelkar. It is an unpopular word in the 
political firmament. The Rajnath Singh committee has sub- 
mitted its report to the BJP and in this Singh versus Singh 
debate, the FM is unlikely to win. Why else was Yashwant 
Sinha removed? In fact, the committee believes Kelkar ex- 
ceeded his brief. In a state-level election year, with general 
elections soon to follow, you can't alienate farmers. So no 
taxes on agricultural income. You can't alienate the urban 

middle class or the industry-cum-trading lobby. So no re- 
moval of exemptions, for both personal and cor- 
porate tax. No touching of excise limits for 
small-scale industry, tax holidays for infra- 
structure, tax benefits for housing or in- 
terest rates on small savings. Rajnath 
Singh only wants the dividend tax to 
go and procedures to simplify. No- 
thing else. Hasn't Ananth Kumar's an- 
nouncement about DDA flats made 

it clear where the BJP’s priorities lie? 
For similar reasons, barring some 
integration of excise into VAT, little can 
happen to indirect taxes. Protectionism 
on the part of Indian manufacturing and 
ongoing WTO talks preclude any immediate 
import duty cuts. When India doesn't have 
bound rates, reduction commitments will have ap- 
plied rates as a base and the Centre doesn't see any need to 
pre-empt matters by reducing duties. So procedural simpli- 
fication is all that's left, including harmonisation of export 

incentives, forthcoming in the exim policy. 

Along the Kelkar report's lines, some procedural simpli- 
fication has already happened, ahead of the Budget. Tax 
certificates are no longer necessary when bidding for con- 
tracts. Nor are income tax clearance certificates necessary 
for leaving the country. While Tax Information Network and 
lower compliance and transaction costs are welcome, this is 
afar cry from the overhaul Kelkar had in mind. 

The FM has few degrees of freedom and this informa- 
tion is also in the public domain. So Jaswant Singh may as 
well place the Budget proposals on the Internet. And the 
country can rate the FM before the Budget rather than after 
it. That would indeed be true transparency. m 
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PEOPLE CENTRIC 


AN organisation is 


known by its people. 


The way you have 


Businessworld 
IND A) 


described companies 


through employees is 
really interesting. 


AKSHAT SINGHAL, Mumbai 


@ The desire to earn respect results 
from principles centred around lead- 
ership, adoption of the right values, 
and ethics. Five years ago, I lost my 
job during a restructuring exercise. I 


wrote to the managing directors of | 


various companies scouting for em- 


ployment opportunities. The letters | 


did not evoke any response from 
many companies. But I got a re- 


sponse from Infosys which was per- | 


TIME TO CLEAN UP THE MESS 


Your editorial highlighted a critical as- 
pect of Indian science (‘The Survival Of 
Science’, BW, 20 January). There is no 
commitment to science from those very 
administrators who call the shots today. 
Awards are given to those who least de- 
serve them. It is, in fact, possible to pre- 
dict who the next recipient of an award 
would be. There can be no solution for 
the mess in Indian science as long as the 
policymakers remain the same. 

S.G. MARATHE 

Mumbai 


NOT JUST CULTURE 
The case study in which the protagonist, 


Sumit Pant, speaks about culture and | 


tradition (‘Ab Aayi Baat Samajh Mein, 
BW, 16 December) was excellent. I have 
a different take on the issue. If the house- 
wife needs the commodity, then culture 
will not influence her purchase decision. 
If the company makes consumers un- 
derstand that microwave ovens are es- 
sential for them, then it would be not im- 
possible for it to sell them. Culture hasn't 
stopped television from becoming pop- 
ular. Television sets are selling because 
people find them useful. So if the com- 











sonally signed by CEO N.R. Narayana 
Murthy. Infosys is truly an example of 
a down-to-earth organisation. 

Many entrepreneurs who believe 
in getting rich quick adopt unethical 
methods; entrepreneurs with princi- 
ples like Narayana Murthy or Azim 
Premji become living legends and 
earn a place in history! 

S.N. JAIN 
New Delhi 





pany makes people understand that mi- 
crowave ovens are an essential com- 
modity and not a luxury good, people 
will buy them without thinking twice. 
SOUMYA SARKAR 

Via email 


A LITTLE KNOWLEDGE 


The reminiscences of the first batch of 
IIM-Ahmedabad students (‘Four Of The 
First, BW, 6 January) were rather banal. 
There was no appreciation of the pio- 
neering element in Indian management 
education in the global perspective. 

If the crack about alumni wearing 
their "egos on their shirt cuffs" is valid at 
all, then Indian management certainly 
has a "birth defect" on its hands. Big egos 
are the bane of successful management. 

Maybe our MBA programmes do not 
sufficiently impress on students the 
magnitude of the problems they might 
have to face in their chosen careers and 
how inadequate the knowledge, skills 
and attitudes inculcated actually are. 

P.S. THOMAS 
Ahmedabad 


Pu it) PCT E oe 
| Letters can also be sent to | 
| editor@bworldmail.com | 
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~ An information superhighway to 
carry 88 times more traffic. 
For Tata, it's just the beginning. 


j a brings the latest DWDM technology with Gigabit IP Switching to the country. 
ng India the second country in Asia to exploit this technology in a Metro Area Network. 
ng the way broadband works. Creating a high-speed, low cost backbone for information 
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‘Service providers. By squeezing multiple light signals of different wavelengths into a fibre optic 


cable. Boosting it's capacity 88 times! Bringing you a world of information, high definition 


= graphics and sound at the click of a button. That's leveraging technology for a better life, 


As practised by 230,000 people at Tata everyday. 


Improving the quality of life 
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9 NIMESH KAMPANI’S SUCCESSION PLAN India's 


premier investment banker says he has begun the 


process of choosing his successor. 


10 SOFTWARE COMPANY RESULTS Pressures on 
margins may be here to stay. 


14 THE VITAMIN MAFIA Colluding drug giants have 


been fined in the developed world; countries with 
. Alok Kejriwal 


weak anti-trust laws can now sue them in the US. 


ECONOMY 


18 COMMENT: ASHOK DESAI We all know that Ker- 
ala has changed dramatically. But the question is: 


has it changed now? 
ps 20 BIOTECH India’s biotech 
^s industry is moving away 
from conventional areas 





and is poised for exponen- 
tial growth, says a report 
by Rabo India Finance. 


. 46 HANG-OUT Six aircraft 


COVER STORY 


o Nowhere To Grow 


If its 2002 results are anything to go by, Hindustan 
Lever's troubled phase is nowhere near its end. For 
four years in a row, the FMCG giant has been unable 
to take its topline growth beyond single digits. And 
now this crisis of growth is beginning to take its toll 
on Lever's famed leadership development model — 
a model that has spawned some of the best 
marketing brains. Slow growth has meant limited 
room for growth for Lever's managers. It is a reality 
many of them are facing for the very first time. And 
inside Lever House, this is 
causing a churn that is 
beginning to dramatically 
alter one of India's favourite 
workplaces. 


BUSINESS 


24 INSURANCE The insurance sector is seeing a huge 
exodus of senior-level executives. 


26 CONTESTS2WIN CEO Alok Ke- 
jriwal has taken Contests2Win 
to China and is cashing in on the 
telecom boom there. 


36 APTECH Why does CEO Atul 
Nishar want to sell Aptech? 


41 BPL Asthe restructuring exer- 
cise at BPL drags on, the Nam- 
biar family lurches from one cri- 
sis to another. 


TECHNOLOGY 


contests? win.com 
ile GLA ee 


` 42 SARAS The Bangalore-based National Aerospace 


Laboratories is all set to unveil the first civilian air- 
craft to be designed and developed in India. 


that the US could use if it 
launches an offensive 
against Iraq. A bird's eye 
view of the technology 
that is available. 
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LEAD STORIES 


© Recasting Steel 





Its the country’s biggest 
recast deal. Sparked off by 
the FIs, the restructuring 
could change the fortunes 
of the three steel czars — 
the Ruias, the Jindals and 


NE, T | the Mittals. 


© Battle Ready 


The telecom sector could see 
another round of litigation. 
GSM operators and limited 
mobility operators are pitted 
against each other. Where is 
the sector headed? 


Sunil 
Mittal 


48 elNFOCHIPS This Ahmedabad-based company 


50 





is betting big on design verification to growina 
fast-changing sector. 


R&D FUNDING Ten years back, the World Bank 
started funding R&D programmes in India. 
These have started paying off in rich measure. 


PERSONAL BUSINESS 


56 STOCKS Hit by the in- 
terest rate squeeze? 
Here's how dog stocks 
can help you earn 
higher and steadier in- 
comes than bonds. 


BOOKS 


FROM NEW TO NEXT Whyis marketing not 
working? This has something to do with the shift 
from the Old Economy to the New and now to 
the Next Economy. 


Nm Rcx c ME 


Cover Design: JYOTI THAPA MANI 


For appointment advertisements go to 
www.jobsahead.com/jobworld.html 

For advertising opportunities go to 
www.agencyfaqs.com/brandfit/businessworld.html 





TO OUR READERS 


Stunted Growth 
OTHING quite succeeds gem ee 
Ni success. No one | Businessworld 
knows that better than 


| | 
Hindustan Lever. For several 
decades now, Lever has been the 
market favourite because of its 
unparalleled performance rec- | 
ord. That image has taken a bit of | 
beating in recent times. The past | 
four years have easily been the E | 
most difficult in Lever's history. 







| 
| 


| 


In January 2000, BW was the first to break the story of Lever's 
crisis of growth. Since then, we have continued to closely 
track the goings-on in one of Indias most admired com pa- 
nies. And by now, much of chairman M.S. 'Vindi' Banga's 
strategy of reinventing Lever is well-known. 


But there is another untold story: of how Lever's crisis of 
growth is beginning to shake the very foundations of its 
famed talent management model. For long, the way Lever 
managed its leadership development programme by 
grooming its pool of managers for higher responsibilities 
was the envy of Corporate India. In many ways, this was 
what gave Lever its competitive edge. 


It now appears that Lever has a problem of plenty. With 
growth not picking up as expected, the company is finding 
it hard to offer enough career growth opportunities to its 
best brains — without pruning the headcount. What's 
more, the inability to meet targets is taking a serious toll of 
its managers, forcing many of them to head for the exit. 


Senior associate editor Indrajit Gupta, a keen Lever- 
watcher who put together this week's cover story, has been 
hardat work for the past two months. He spoke to chairman 
Banga and other members of his senior team and to several 
of those who have quit. Says Indrajit: “Lever managers have 
had the reputation of being a competent and ambitious lot. 
But in these trying times, the company is finding it difficult 
to mesh personal and organisational goals." 


Also, read about another exodus — this one taking place in 
the insurance industry. That's on page 24. 


wx 


(AVEEK SARKAR) 
CHIEF EDITOR 
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An eye on 
the elections 


T is obvious by 
now that Indias 
ruling party is 
taking almost 
every key deci- 
sion with one eye on 
the coming national 
elections of 2004. On 
the one hand, the re- 
sults in the recent state 
elections of Gujarat 
point towards an incre- 
asingly hardline elec- 
toral strategy. On the 
other hand, the Bharat- 
iya Janata Party (BJP) is z ee im 
becoming almost para- £l Ec P 4 
; l 


noid about alienating 5 ff 


its traditional middle- 2 
class vote base. = mA | 

This is apparent fr- Clockwise from top left: 
om the fact that the two & 
biggest losers in the lat- 
est reshuffle have been Shatrughan Sinha and Pramod Maha- 
jan. Sinha was a publicly derided non-starter in the health min- 
istry. He may have come close to being sacked, but, states a BJP 
member, was "given the shipping portfolio only because of his 
potential as a likely troublemaker”. And Mahajan has recently 
been in the limelight for all the wrong reasons. 

Therefore, the sudden elevations of Arun Shourie and Arun 
Jaitley may not be all that surprising. Both of them have proven 
track records and are also popular with the country's middle 
class and the intelligentsia. Meanwhile, the induction of a few 
junior ministers such as Sanghpriya Gautam and Dilip Singh 
Judeo is a clear though below-the-line indicator of the in- 
creased importance of the BJP right wing. Minutes after the 
swearing-in ceremony, Judeo was quoted in the press as saying 
that the work to “return Hindu-Christians to the Hindu fold 
would continue." 

So, will we see more reshuffles in the Central cabinet in the 
the months to come? 
Except for perhaps an 
appointment or two, it 
seems that a balance of 
power has been cre- 
ated between the dis- 
parate elements in the 
Central government. It 
appears that the BJP 
has, more or less, cre- 
ated the A-team that 
will come calling for 
your votes in 2004. 


DILEEP PRAKASH 









DINESH KRISHNAN 
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US Calling 
Growth from 


Country 1991-2001 (95) 
India 


How the 
Indian | 
motorbike 
grew up 
again 

W wee UJS wants to 


roaring assertion 


of individuality or a timid talk to us 


commuter with a 100 cc 


Philippines 


Brazil 


Source: TeleGeography, Inc. 


| r : 
heart! Don't laugh. The In T'S talk time as far as 
dian motorcycle market is Americans and Indians 
changing. In the middle of are concerned. According 
January this year, Kinetic to a survey by TeleGeogra- 
launched the Rs 1.4-lakh phy, an independent sub- 
Aquila — an oil-cooled, sidiary of Band-X, during 
the news had motorcyding phone calls from the US to 

| > India grew an astounding 

gearheads caeenng. . 2,349% from 59 million 

Since 1985, the Indian minutes to 1.45 billion 
market has rarely seen any- minutes. In comparison, 
thing but 100 cc bikes. That during the same period, the 
began to change in 1999 total US international calling 
with the launch of Hero grew by 323%. 
Honda's 156 cc CBZ. That India comes behind Mex- 


ico, Canada, the UK and the 
} Philippines in outgoing traf- 
Around April, Hero Honda fic from the US. The US is the 
and Bajaj will weigh in single largest source of inter- 
with their own 250 cc national calls, with the aver- 
bikes. In the meantime, we age American making two 
are told that the Aquila's hours of international calls 
first batch of 100 bikes are per capita. Indians only 
already sold out. E make 30 seconds of interna- 
tional calls per person. 
M. RAJSHEKHAR ANUP JAYARAM 


“theHaleyonage - 


trend has continued. 


Rajdoot - Yezdi 25 
175 cc Dm £ 

: 

Yezdi 17 

1968 


SATYAJIT DATTA 







Tmin 
control” 


NIMESH Kampani, one of Indias Top Three in- 
vestment bankers, has just set in motion a suc- 
cession plan at his firm, JM Morgan Stanley. JM 
Morgan Stanley has promoted 11 senior vice- 
presidents as executive directors. Two others are 
already in that position. A couple of years from 
now, one of these executives will head the in- 
vestment bank. Businessworld’s Shishir 
Prasad spoke to Nimesh Kampani on his suc- 
cession plan. 


Bi How will your role change within the 
organisation? 

I want to give them (the executive directors) 
greater responsibility. | want to watch them for 
the next two years. We have to find a leader 
from among this group to succeed me. How 
much longer will I work? I am 57 now. I must 
plan 5-7 years ahead. 


@ Are you relinquishing control on health 
grounds... 

No. That is absolute nonsense. I am in full con- 
trol today. All of them report to me. I re- 
main the chief executive of this investment 
banking company. 


W But will you be specifically looking after 
something? 

Top relationships, our mutual funds business, 
retail business, and fixed income business — 
these sectors need my attention. I will meet 
more retail investors. I will become a broker 
now (laughs). 


the Mile age o 


Escorts 


ind- 
Yamaha 


Suzuki 


100 cc 


Hero 
Honda 


100 cc 


Kawasaki 


| 
1986 


100 cc Bajaj 100 cc 


@ And have you drawn up a list from which 
you shall choose your successor? 

I will do that in two years' time, unless you 
want me to retire today (laughs). 


W People say JM Morgan Stanley is a one-man 
show... 

Not true at all. (Sunil Sanghai, head - corporate 
finance, chips in): Let us look at the numbers. 
Less than 5096 of our revenue comes through 
Nimesh-bhai and his team. So almost 50% 
comes through other people. 

Nimesh Kampani again: We started as an 
investment bank 25 years ago, not as brokers 
or NBFCs like many others in this business, 
and built the practice up from scratch without 
any help from a foreign partner. And we have 
people who have been here for 13 years, 18 
years — they have built this. It is hardly a one- 
man show. 


li So why restructure the team now? 

We have had these people with us for the last 
10-11 years. Now each one of them has been 
given a very clear charge and mandate. And 
we, as an organisation, thought they were not 
ready for this, say, a year ago. We believe that 
these executives are now prepared to handle 
clients by themselves. 


the New Rage ^». 


DILEEP PRAKASH 


Squeezed! 
N the nine months 
| 31 December 
2002, IDBI Bank has 
delivered an outstanding 
performance. Good news, 
but the question is, can this 
continue? IDBI Bank's pre- 
sent capital adequacy ratio, 
at 9%, is the absolute mini- 
mum required by law. Ob- 
viously, the bank desper- 
ately needs capital if it is 
to continue its rapid pace 
of growth. 

Investors such as New- 
bridge, J.P. Morgan, and In- 
ternational Finance Corpo- 
ration are keen to invest, 
claim bank insiders. The 
problem: "They want clar- 
ity on the parent's (IDBI) at- 
titude toward the bank," 
says a senior executive. 

Investors believe that 
IDBI needs to either divest 
its stake or reduce it to be- 
come a passive investor. 
Further clarity on IDBI's 
role may come only when 
the amendments to the 
IDBI bill are passed in Par- 
liament allowing it to con- 
vert into a bank. Till then, 
IDBI Bank is all dressed up 
but has nowhere to go. 
AVINASH CELESTINE 





MO A 


Hero 
Honda 


CBZ intermediate 


bikes 100- 
156 cc 125 cc 


8 
Fiero 147 cc | 
1999 


Bajaj 
175 cc 


Eliminator 


Kinetic 
Aquila 


250 cc 


Bajaj 
Pulsar 


180 cc 


Bajaj Pulsar 150 cc 


2002 








Evaluating 
leadership 
ability in 
India and 
the West 


An Ernst & Young survey in Eu- 


INFORMATION TECHNOLOGY 


Little to cheer 


60-100% maintained during the last 


Infy Does Well As Usual, But... 





few years), companies are evidently rope revealed that companies 
being forced to cut billing rates in order considered the following skills 
INFOSYS 660.8 206.04 958.64 256.31 — 10 Wnnew Sere. Roe aae o E 
WiPRÓ ^ ^ EE 223 RO 2307, ov ika Sundaram New... “eaten ee 
| Neel Cae oe rere: 54 gers like Sundaram New e Ensurina results from 
SATYAM 446 119.43 321.5 116.74  ton's Anand Radhakrishnan turn even Vis 
MPHASIS BFL POP" 80.36 4 12.91 115.94 ! 18.1 7 more bearish on the sector. “Post-re- operauons : ; 
HUGHES SOFTWARE | 59.9 14.5 57.1 11.4 sults, we have taken a totally negative — * Managing relationships 
MASTEK i S] 66.) 613 97.43 1626 outlook. In some funds, we have cut ® Shaping change 
MASCOT — 97.46 10.51 97.71 356 our exposure to the IT sector to zero," > Making a personal 
S GUESTARINEOTECH 14.97 3.72 18.27 373  hesays | m ius 
EXECSORNUARE Gee 2.96 Renee 0:2. Analysts also point out taat chent - DAMME EN 
- spends are more in maintenance an recently conducted in India 
È TOTAL 2,330.94 597.9 Saision rather than on new devel- shows that domestic compa- 
opment initiatives. Maintenance pro- nies give priority to the follow- 
ECOVERY — did someone just ut- | jects are predominantly on-site and, there- ing competencies: 
ter that magic word? Ifyou thought | fore, offer lower margins. Besides, the € Customer focus 


that a 28?6 topline growth recorded 

by nine IT companies (see 'Infy 

Does Well As Usual, But...) during 
the October-December quarter of 2002 was 
some reason for cheer, dismiss the thought. 
The nine companies managed a profit (after 
tax) growth of only 9.82%. 


But now comes the really bad news. Pull | 


out Infosys — the best performer last quarter 
— from that list. And you will find that the re- 
maining eight companies posted a mere 2.2% 
profit growth, even though their sales grew by 
21.5396. Though the topline growth looks rea- 


sonably healthy (though it is lower than the | 





appreciation of the rupee against the dollar 
during the last quarter has further impacted 
profitability and revenues. 

Radhakrishnan and other analysts plan to 


| wait for profit margins to stop declining before 


they reconsider their investment outlook for 
the sector. "There is this real fear that a quar- 
ter-on-quarter decline in margins could be- 
come a chronic disease. Though CEOs have 
been claiming that the slide will be arrested, 
we are yet to see any evidence of it," he says. 
Looks like the hard times are here to stay for 
some time to come. "m 

M. ANAND 





FOREIGN INSURANCE BROKERAGES 


Waiting at the altar 


T'S déjà vu. First, foreign brokers lobbied for years to 
be allowed to operate in the Indian market. Then, the 
Insurance Regulatory and Development Authority 


new agreement with Ram- 
part, an Indian investor, says 
that it will be able to run the 


€ Developing oneself and 
others in the company 

€ Strategic planning and 
implementation 


Arvind Mishra, partner (human 
capital services), Ernst & 
Young, says: "Leadership is 
culture dependent." He is 
conducting a more detailed 
survey in India. The results 
should be interesting. 





invited applications in November last year. Now, in- 
ternational insurance brokers are finding it hard to 
get Indian partners. The rules say that the Indian partner 
has to hold 7496 equity in an insurance broking joint ven- 
ture. Naturally this also means that the Indian investor 
would want management control. But most international 
broking houses are uncomfortable with this arrangement. 
Marsh Inc., the world's largest insurance broker, recently 
broke up a 60-year-old association with Indian broking firm 
J.B. Boda. The former wanted management control and 
expected J.B. Boda to give up its name in the joint venture. 
As a consequence, the association fell apart. But Marsh's 


HEMANT MISHRA 





joint venture despite having a ^ 
26% stake. M. Rayees, regional 
British firm Benfield Grieg ^ director (India), Willis 
broke its arrangement with 
Indian company International Reinsurance and Insurance 
Consulting Services in favour of Deccan Insurance. Ironi- 
cally, the world's third-largest insurance broker, Willis, does 
nothave a problem taking minority stake but has spent two- 
and-a-half years wooing IDBI. It is still waiting for the finan- 
cial institution to make up its mind. It seems that you just 
can’t insure yourself against your partners. E 
GINA SINGH 


P. 
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COMMENT 


To bid or... 


qeses" Troubled legacy 


FIAT AFTER GIOVANNI AGNELLI 


ment decision that public sector 

units may not bid for petrochemi- 
cals major Hindustan Petroleum Corpora- N 24 January, as Italy mourned 
tion (HPCL) has narrowed the field to a the demise of Giovanni Agnelli, 
choice list of investors. The question that the 81-year-old Fiat patriarch, the 
many are now asking is whether India's company’s stock rose 4.8%. The 
powerhouse, the Reliance group, will be a dann market believed that Agnelli's 

i emise could open up new revival opportuni- 

contender in one of our largest and most 


f ; ties for the beleaguered Fiat group. Agnelli 
p galaren oer e was agains the famiy relinquishing conul 


in favour of General Motors (GM). But his 

Rs 47,179-crore HPCL will be probably be brother Umberto, who now controls the 
fought between Reliance Industries and family’s 30% stake in Fiat, believes that the 
multinationals such as Royal Dutch/Shell, loss-making Fiat Auto should be sold to raise 
BP Amoco and Exxon Mobil. cash en im Ped s m group. i * the mo- 

Analysts estimate that the cost of ac- d ^ E m 4 2X eruit y RT OO, 
quiring HPCL could itae close to has a ‘put’ option to sell the remaining equity 
Rs 10,000 crore. Can Reliance make the to GM by 2004. But GM is seen as reluctant to 
cut? The company has spent heavily on its fulfil the contractual put option although it has 
recent telecom venture. It is diversifying 
into many sectors. The Ambanis’ track 


gone on record saying that it is prepared to pay up 
if Fiat does decide to exercise its option. 
record — Videsh Sanchar Nigam, IBP or In his last days, Agnelli witnessed the worst ever slide 
the cellular licences — shows them to be in Fiat's Fortunes — it had accumulated billions of dollars in losses, lost a third 
conservative bidders ofits marketshare, laid-off 15,000 workers and it's stock was at a 20-year low. 


Thi idialso be the lact ch f Yet he never consented to the family exiting Fiat. “His death means we havea 
is. could also be tne ast chance TOT completely different situation. It is now an open question what will happen to 








the multinationals to enter the Indian oil Fiat Auto because he was the man perceived as wanting to hold on to it,” an 
and gas market. For the Top Three foreign unnamed analyst is reported to have told Reuters. : . 

oil companies, money is not a problem. GM is, however, unlikely to rush in to resuscitate Fiat. But days before Ag- 
Exxon Mobil, for example, had a turnover nelli’s death, financier Roberto Colaninno mooted an alternate proposal — 
of $213.5 billion in 2001 with $15.3 billion Colaninno and some creditors would pick up a 20% stake, GM is to invest 1.5 


"ee Cl billion euros for another 2096 equity and Fiat would scrap its put option. Fi- 
in profits. Since the stakes are high, the nally, the Agnellis would give Colaninno operational control. 


pacing is going to be aggressive. - But will GM agree to this? The question will probably be answered in the 
will Reliance be able to compete with next few weeks. g 


these giants? EU M. ANAND 
ANUP JAYARAM 





NATIONAL GEOGRAPHIC 


the Everest. And National Geographic as part of its 'cel- 
ebration' of that event has announced a new reality TV 
programme grandiosely titled Everest Se Takkar. Entries are 
TO » h OW being invited from all Indians interested in the climb. After a 
ae battery of physical and psychological tests, National 
p o C Geographic Channel and the Indian Army will choose the Top 
at. F. Five Indians who will accompany the joint Indo-Nepal Army 
Everest Expedition. Hopefully, to the very top. 

The whole jamboree will be telecast. For the first time, 
says the channel, it is creating local programming squarely 
aimed at the Indian viewer. It's investing Rs 11 crore, and 
hopes to up its ad revenues by 50% and viewership by 40%. 
We are watching. With great interest. 


F IFTY years have passed since Hillary and Tenzing scaled 








 Stress-management pill 


Pressure of deadlines affect your organization's health as well as yours. Not if you are using Visual 
Studio.NET development tool as the tool of your choice to build the next generation internet 
applications. REJ studies (Rapid Economic Justification) conducted on companies using Visual 
Studio.NET, show that time to market was brought down by 66%, total development costs were 
reduced by 58%, time spent coding was down by 31%, product development cycle reduced to 6 
weeks from 6-8 months and delivery of high quality software happened consistently with fewer bugs. 


Move to Visual Studio.NET. It’s prescribed to succeed. 


Your best move 
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Mi Rediff Sina MH Schu ME Netease Sil 


etn t T a t e aa pus sermurcba n 


EADING drug manufacturers of the world — Roche, BASF and Aventis — 
have been involved in fixing prices of bulk vitamins and their shares for 
over a decade. The executives of these colluding companies acted as if they 
were working for one single corporation, ‘Vitamin Inc.’ The cartel con- 
« trolled the production and sale of the most popular vitamins, including vi- 
" tamins A, C and Betacarotene. So, every time you've had a glass of milk, eaten a bowl 
_ ofcerealor popped a vitamin pill, you ve probably been a consumer of products man- 
ufactured by Vitamin Inc. 

When the US anti-trust department conducted investigations into the cartel, 
French pharmaceuticals giant Rhone-Poulenc turned approver and helped them 
crack the evil combine. A $1.18-billion fine was imposed on the companies in 1999. 
Since then, Australia, Canada, Japan and the European Union have levied heavy fines 
on the guilty firms. The conspiracy led to an artificial increase in prices for hundreds 
_ of food and beverage makers, inflating the 
. cost of, well, everything. This cartel is esti- PHARMACEUTICALS 


- mated to have overcharged consumers in 


' developing nations by around $3 billion. 
. But no competition authority from any 
developing country, except Brazil, has in- 


` vestigated or handled this case. 


— Jaipur-based Consumer Unity and bd © 
< Trust Society (CUTS) has taken the onus of Y ] | t ami | } 
finding out whether this cartel operated in 
- India. It has compiled details of the inves- 
tigations in other countries and sought 
— written undertaking from CEOs of the In- | I a Ji d 
dian subsidiaries of the MNCs that they 
- did not engage in any such anti-competi- 
tive practice in India. Hoffman La Roche and BASF India said they had not, but no re- 
'sponse came from Rhone-Poulenc, which had turned approver in the US. CUTS then 
passed on the information to the director general (investigation and registration), 
who, in turn, informed the Monopolies and Restrictive Trade Practices Commission 
(MRTPC). The MRTPC held that no case had been made out and that was the end of 
the vitamin cartel investigations in India as we knew it. 
. A Buta judgement in an US appeals court last week could change all that. Food 
growers from Ukraine and South America had pressed anti-trust charges against 
these MNCs in the US. The court, in a 2:1 decision, ruled that foreign customers have 
- the right to press charges against these vitamin giants even if they bought their vita- 
mins abroad. The court felt that shielding the cartels’ overseas profits could leave 
them with an incentive to collude, even if sued successfully in the US. CUTS is now 


talking to legal experts about litigation possibilities. Stay tuned. B8 
| VIKAS DHOOT 
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Homeis . 

where their 

money is 
investing in India. At least, 


N that's what the numbers 


show. According to data with the 
Reserve Bank of India, during April- 
October 2002, the deposits held in 
non-resident (external) rupee accounts 
have gone up by over $3.1 billion. 

But this spike may have little to do 
with patriotism. There is a huge 
differential between the interest rates 
on US dollar deposits (1.4296) and 
deposits in Indian commercial banks 
(6-795). Even after accounting for 
foreseeable depreciation of the rupee 
against the dollar (around 3.20%), the 
minimum net gain to an NRI if he 
invests in a deposit in an Indian bank 
is about 1.38% a year. The 
actual gain could be more if 
the rupee continues to 

gain 
against 
the dollar. 
A ?*  Andindian 
aa banks are scrambling 
7" fora piece of the action 
as they have historically 
made more money on NRI 
clients. NRIs usually keep 
" balances that are 5-8 times higher 
than other customers. They usually 
transact through channels like the 
Internet and the telephone, which 
means lower costs for the bank. 

That's the reason why Indian 
private sector banks are aggressively 
expanding into new markets at a time 
of recession. HDFC Bank has set up a 
representative office in Dubai and will 
soon set up another office in Saudi 
Arabia. ICICI Bank and a few others 
are following suit. IndusInd Bank has 
just introduced products for NRIs. "We 
expect the growth in NRI deposits to 
be well above the usual norm this 
year," says P. Gopakumar, head of NRI 
services at ICICI Bank. ki 

AVINASH CELESTINE 


ON-resident Indians are finally 















TRIBHUWAN SHARMA 


INTERVIEW: 
BROOKE HUSTON 


“Trust 


San Francisco-based The Great Place to Work Institute (TGPWD is recognised as a 
premier organisation that evaluates and ranks the best companies to work for in the 
US and around the world. The institute produces the list of ‘The 100 Best Companies 
to Work for in America; published by Fortune magazine. Brooke Huston, vice- 
president, TGPWI, was in New Delhi a few days ago. Excerpts from her conversation 
with Businessworld s Manish Khanduri. 


W How do you bring quantitative rigour to an exercise that appears to be 
essentially a value judgement of a company? 

We have an employee survey that is designed specifically to measure employee 
opinions about their workplaces. This detailed survey is built to evaluate 
employee responses on a 1-5 scale. This part of the survey accounts for two-thirds 
of the evaluation. The remainder is measured through our cultural audits of 
organisations and the specific programmes and policies they may have 
implemented in the work environment. 


lll So how does a company become a great place to work in? 

An environment doesn't evolve by itself. We have identified a very clear link 
between the initiatives driven by the senior management of a company and a 
successful business environment. Senior leaders in a team have to specifically 
identify employees as being indispensable to their companies. And that belief has 
to be integrated in the workplace. 

When we started out, we thought that specific initiatives or practices were 
critical. For example, day-care is important in the United States. But we found that 
some companies that had day-care were not great places to work in and vice-versa. 
Similarly, whether you have an employees' union or not is not a vital factor either. A 
great place to work develops as a result of the relationships that evolve in the 
workplace and a high degree of trust in the office. 


W Are there any variations in company size or industry or cultures? 

There are none. The same criteria hold across companies, sizes, industries or even 
cultures. Our framework was designed in the US. As we moved to Europe, we 
expected much more variation in the factors that make a company a great place 

to work in. These were cultures different from the US. But we discovered a high 
degree of consistency across cultures. Then, we have covered a cross section of 
companies across industries and sizes. Some corporations have charismatic CEOs. 
Others have quiet or even shy CEOs. But we discovered that the same factors 
operate in most places. 


w What are the factors that make a company a bad place to work in? 

We have discovered that one key issue that makes a difference is a lack of 
communication in the office. This tends to impact upon employees’ perceptions 
and judgement. Ultimately, the absence of communication within the organisation 
will affect attitudes, behaviour and systems. w 
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HEN I lived in Trivandrum a quarter of a century 
ago, it was a palm forest interspersed with paddy 
fields. Squat thatched or tiled cottages nestled in 
the hillsides. The city — an agglomeration of ham- 
lets — was spotlessly clean. Everybody bathed 
every day and wore clean clothes. The rush to the Middle 
East had just started. People returning from there cluttered 

. the tiny airport with their man-sized suitcases. Taxi drivers 

— were unionised, and charged the earth. The money from 
the Middle East had just begun to change the landscape; its 
beneficiaries were building cement-and-steel houses each 

of whose walls had a different colour. The yellows and the 

— mauves glared in the tropical sun; the locals made fun of the 





peacocks and their technicolour houses. Every weekend I | 


drove down to Kovalam and had a swim in the sea. The 
. waves were tall and powerful, and it needed some agility to 
= avoid being beaten up by them. Trivandrum was not an 
easy city to live in. The local society was insular, all 
those who came from the north of the Vind- 
hyas were called Punjabis, and language 
and dress distinguished Kerala from the 
rest of India. Signboards were all in 
Malayalam; I never dared get into a 
bus since I never knew where they 
— went. In some ways, I felt more of a 
foreigner than I ever had in Europe. I 
had an interesting time in Kerala, but 
I would not have died to get back. 
E I revisited Kerala earlier this 
JA month. My old landmarks would not 
have helped me even if I had remem- 
bered them, for the city has changed en- 
tirely. The old paddy fields have disappeared. 
The palms are still ubiquitous; but traditional cot- 
tages are on their way out, and entire colonies of modern 
houses stretch in all directions. In 1978, I could drive every- 
where in my 1962 Fiat; today, the roads are full of cars. Lit- 
tering has come to Trivandrum. You find people wearing 
trousers, and — horror of horrors — even grown-up women 


wear Punjabi dresses. What would their mothers have done | 


to them if they had done it 25 years ago, I shudder to think. 
But the biggest change is that the people of Kerala have 
sold their soul to capitalism. In the 70s, Kerala was a work- 
ers' paradise. A taxi drivers' union kept taxi fares absurdly 
high; a matadi workers' union prevented you from carrying 
. your own load. People put their money in nationalised 
banks, but would never have thought of investing it and let- 
ting capitalists make more money with it. That is why they 
built gaudy houses; building a house for oneself may not be 
a very socialist thing to do, but neither was it capitalist. 
But by now, all those who made money have built 
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GROW RICHER, IT MUST 
LOOK OUTSIDE INDIA — 
AT POTENTIAL MARKETS 

THAT ARE BIGGER 
THAN INDIA 
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houses. They have equipped them with a fridge, a television 
set, a video player and statues of Marx and Namboodiripad. 
There being no space left in the house, they have filled their 
courtyard with cars. Now there are no material possessions 
left to spend on. So, faute de mieux, the people of Kerala 
have turned to financial investments. 

In this seduction, this perversion, an important part has 
been played by Geojit Securities. This subversive organisa- 
tion was set up by C.J. George, son of a communist leader, 
who himself was a communist in his youth. He took a job 
with a Mumbai-based brokerage firm, and then had to 
leave. Not knowing what to do, he decided to use the only 
skill he had, namely broking. He first tried his hand in the 
Cochin Stock Exchange. But soon, satellite technology 
made it possible for him to take membership of the Na- 
tional Stock Exchange as well as the Bombay Stock Ex- 
change. He began to give the people of Kerala access to both 

the exchanges through VSAT. He now has 92 offices 

and agencies that provide investor services, 52 

of them in Kerala. He has spread his wings 

outside Kerala — to Bangalore, Chennai, 

Delhi and the Middle East. 

At a talk I gave at the inauguration 

of his 92nd office, I found that his 

clients knew more about the stock- 

market than I did, and asked about 

the fiscal mess, the future of the in- 

terest rates, the ill-effects of prosper- 

ity on the economy of Kerala — every- 

thing except the unfairness of 

capitalism — in the ensuing discussion. 

With financial capitalism having ar- 

rived, can entrepreneurial capitalism be far 

behind? Will Keralites become tycoons? It is al- 

ready happening: one finds hospitals and private colleges 

mushrooming all over Kerala, all set up by local entrepre- 

neurs. Ayurvedic clinics and massage parlours are another 

popular form of local enterprise. The boom in tourism is 

leading to the building of hotels; the Casino group of hotels 

is the most impressive. One of the most ubiquitous sights 

are the Margin Free Markets outlets: these shops are fran- 

chisees of a businessman who buys in bulk and passes on 
the margin (some of it anyway) to the consumers. 

These are good beginnings, but still small. To grow rich, 
Kerala must look outside — not just outside Kerala, but out- 
side India. Kerala is not just the southernmost state of India; 
itis the tip of India closest to Sri Lanka, East Africa, Indone- 
sia and Australia. These are its potential markets, bigger 
than those in India. Your future lies south, Kerala! 





The author is consulting editor of Business Standard. 
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BIOTECHNOLOGY 





HE Indian biotechnology sector is falling 

in step with the world. Till now, most of 

the biotechnology work being done in the 

country could be classified as conven- 

tional biotechnology, including areas like 
fermentation processes using micro-organisms 
to produce things like alcohol, cheese and 
bread. Now, in response to growing awareness 
and demand, a lot of work is also being done on 
the newer areas such as recombinant vaccines, 
diagnostics, biopharmaceuticals and hybrid 
seeds, according to a new report on biotechno- 
logy in India by Rabo India Finance that was 
unveiled last week. Modern biotechnology in- 
cludes recombinant DNA technology, hybri- 
doma technology, gene transfer and cell-fusion 
techniques, among others. It is there in three 
main segments — healthcare biotechnology 
(60%), agricultural and veterinary biotechnol- 
ogy (15%) and the rest is devices/equipment, reagents, bioin- 
formatics and contract research services. 

The Indian biotechnology sector comprises just 1% of the 
global industry but is expected to grow to 10% of the global in- 
dustry in the next five years. According to the Department of 
Biotechnology (DBT), the overall market (conventional and 
modern), which was worth $2.5 billion in FY2001, is expected 
to touch $4 billion by 2005. The market for modern biotechnol- 


ogy products and services in India is estimated to be worth | 


about $150 million in 2002, of which about 40% ($60 million) is 
estimated to be export revenues. The consumption of biotech- 


nology products in India is estimated to grow tenfold to $1.5 | 


billion by 2007 and to $4.5 billion by 2010. Based on DBT esti- 
mates the focus is gradually shifting from government insti- 


Technology Transferred (and launched) 


Technology Developed by Launched by 
Leprosy immuno- NII, Cadila 

modulator New Delhi Pharmaceuticals 
Leshmaniasis CDRL, Span 

detection kit Lucknow Diagnostics 

Ene et CRI, Mumbai J. Mitra & Company 
Naked Eye — j University of Cadila 

system for & ll Delhi Pharmaceuticals 


Source: Department of Biotechnology 
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Technology Transferred (not yet launched) 


The IgM Mac ELISA for the detection 
of Dengue 


The IgM Mac for ELISA for the detection 
of Japanese Encephalitis 


The IgM Mac ELISA for the detection 
of West Nile 


ELISA system to measure alpha-feto 
protein (AFP) levels in pregnant women 


An IgM based system for the detection 
of Hepatitis A virus using 
monoclonal/polyclonal antibodies 


Urine-based systems (ELISA) for 
detecting four reproduction hormones, 
i.e., Pregnadiol glucurinide, Esterone 
glucuronide, Follicle stimulating 
hormone and Luteinizing hormone 


A technology utilising Yarrowia 
lipolytica expressing Hepatitis B 
surface and pre S genes 


A technology for expressing hCG using 
Pichia Postoris system 


Recombinant candidate Anthrax 
vaccine 
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There are brands, and then there are brands that capture the heart and soul of the consumers. 

that don’t have buyers or users, but loyalists and followers. Brands that truly are cults in the 

What’s the secret of such brands? What makes the Apple Macintosh, the Harley and the V 
Beetle stir such strong emotions? Can your brand achieve cult status? How? 


Brands 
ir own right. 
olkswagen 


Announcing an exclusive seminar on cult brands led by Matthew Ragas, 
co-author of the best selling - The Power of Cult Branding. 
So, if you're a brand professional with an itch to make a real difference to your brand, 
register today to get a lowdown on the utterly fascinating world of cult brands. 
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BIOTECHNOLOGY _ 


tes and laboratories to private enterprises. There are about 
00 companies in biotechnology in India today. They employ 


Projections For Biogenerics In India 
0,000 people. And the demand is growing. To meet that de- [^ 


2001. 2005 — =. 2007 
Bio-generic molecule Market size Market size GE Viarket size | 
(Rs million) (Re milion} oe is million) 


Erythropoietin (EPO) == 3 






and, DBT is supporting 40 post-graduate courses in various 
areas of biotechnology. 






rivate sector investment in biotechnology has been pick- 


ee ere ee ee ee hs 


| 
ing up since 1997 and has become particularly visible after the st iad m Ce 
announcement of the draft human genome sequence in 2000. | oe cana Tug E RUE eene 
Among Asia-Pacific countries, private funding in India is the | Hepatitis B vaccine — 2,036. — 
Streptokinase CAST. O 
| 

















fourth largest. For the first 11 months of 2002, Indian compa- | _ >TTEPION Me A re ee 
ies cumulatively garnered $957 million as private equityin- | Combination vaccine © 161 
estment. But in the absence of private funds, the challenge | Rotavirus = 13 
icing the Indian biotechnology industry is promoting invest- ‘Typhoid vaccine revreenec a 

ent by venture capital. But with start-ups co ming up, several | « JP 

financial agencies are launching venture capital funds. x 





Incentives For Investment In India 


0% foreign equi investment is possible in almost all 





: üity investment is automatic in the drugs 
'als sector, and over 74% is on a case-to- 







Partners — ^ 
MPM Capital 
Alta Partners —— 
Interwest Partners — 
Oxford Bioscience $ 
‘Partners — 8 


New Enterprise 
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US Venture Partners : P 
‘Delphi Ventures — Mi 


learance route for foreign direct investment 





reciation llowance on plant and machinery set up 
ndigenous technology 








exemption on goods imported for use in 
inded R&D projects 

e duty exemption to recognised scientific 
earch organisations (SIROs) 


weight tax deduction on R&D expenditure 
hre ears excise duty waiver on patented products 
00% rebate on own R&D expenditure — 

25% rebate if research is contracted in public-funded 


esearch institutions — 
oint R&D 
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Every year, you reward your employees. 
Now, also secure their lives. 





With LIC's Group Term Insurance 


Show your employees how much you appreciate them, in a special way with LIC's Group | 
Term Insurance. Buy yearly insurance for them at nominal rates. Year after year. | 





{Salient features M 










& Administration of the insurance scheme is assured is payable 
on a group basis, at a very low cost & Double accident benefit at a small extra cost 
& Subject to simple insurability conditions, @ The premium paid by the employer is allowed 
without medical evidence as business expenses, reducing effective cost | | 
Premium to be made wholly by the employer for employer further. The amounts are not | | 
(however, members may also contribute) treated as perquisites in the hands of 
& |n case of death of the member, the sum the employees 


For details, contact the P&GS unit at your nearest LIC Divisional Office. 





Life Jusurance Corporation of Judia 


We Know India Better 


LIC:No.56/Eng/2002-03 


Insurance is the subject matter of solicitation Please visit us at: www.licindia.com 
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GINA SINGH 


VER the last month or so, head- 
hunters across India have been 
actively placing senior insurance 
company executives in new as- 
signments. Many of these people 
have chosen to exit the insurance busi- 
ness entirely. For example, Tata AIG's 
marketing head has joined Quinox, a 
software firm in Mumbai, as vice-presi- 
dent (Asia-Pacific); Treman S. Ahluwalia, 
OM Kotak Mahindras chief marketing 
officer has joined Ranbaxy Laboratories 
as general manager (over-the-counter 
products); and Deepak Mukarji, head 
(marketing), Metlife, who quit in De- 
cember 2002, is in the process of signing 
up with a non-insurance company. 
These high-profile exits — each of 
these executives reported to the CEOs — 
beg the question whether insurance, 
one of the most sought after sectors till 
recently, has lost its allure. The names 
above aren't the only ones forsaking the 
sector here. Many have preceded them, 
typically opting out of the Indian insur- 
ance business and taking up assign- 
ments elsewhere. Count among them 
Shah Rouf, director (marketing), Aviva, 
who returned to London; Vijay Singh, 
managing director, Birla Sun Life, who 
left India for an international assign- 
ment; and Jun Hemmi, Iffco Tokios ma- 
naging director, who returned to Japan. 
This churn is an indicator of what's 
actually happening in the insurance in- 





dustry. When the sector opened up in 
October 2000, virtually all the global in- 
surance majors were seduced by the 
possibilities of what India could deliver. 
The public sector insurance companies 
had barely managed to scratch the sur- 
face of the insurance business here 
their products weren't contemporary 
enough and their customer service was 
patchy. A 1999 study by consultancy firm 
KPMG Peat Marwick noted that India's 
life insurance premium as a percentage 
of GDP was 1.3% against 5.2% in the US, 
6.596 in the UK and 8% in South Korea. 
There was a fortune to be made here. 
Such euphoria wasn't new — in the 
90s, many consumer durable and non- 
durable firms had bet heavily on the 
magic 200-million-strong Indian middle 





RISKY 
BUSINESS 


Private insurance companies are seeing a 


class. Neither was it misplaced. After all, 
markets typically respond pretty well to 
new players and increased competition. 

Soon the companies realised that the 
market wasn't prepared to yield its riches 
too easily. Many assumptions, based on 
which many of new entrants had pre- 
pared their strategies, were overturned. 
The first was that consumers were wait- 
ing for new, innovative products that 
Life Insurance Corporation (LIC) didn't 
offer. Agents found that it took many 
meetings to sell a new product. Max New 
York Life's star agent PK. Malhotra says 
that even today, it takes at least five 
meetings per customer to clinch a deal. 
Many players turned a blind eye towards 
rebating. Officially, they maintained 
that rebating was a no-no, but their 





record churn in their senior executive ranks 


Chief marketing officer, Marketing head 
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CEO, VP (marketing), 
BIRLA SUN LIFE RELIANCE 
GENERAL 

INSURANCE 
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agents used rebating to drive volumes. 

Meanwhile, a debate raged in the in- 
dustry on how to sell. Over the decades, 
LIC had unabashedly counted on large 
numbers to sell policies. Many new en- 
trants sneered at that, arguing that in a 
changed environment, you did not need 
so many people (LIC employs 8 lakh 
agents) to sell. They argued that better 
quality of products, coupled with supe- 
rior service standards would pull cus- 
tomers in. Of course, agents would still 
be required but better ones in fewer 
numbers. And they would be financial 
planning advisors or consultants. 

After years of LIC-marketing, the In- 
dian customer had become accustomed 
to the agent knocking on his door. And 
he wasn't willing to forgo that. ICICI Pru- 
dential was one of the few companies to 
figure that out. Despite jeers from rivals, 
it unleashed the maximum feet-on- 
street, some 17,000 agents. Next came 
HDFC Standard Life with 15,000 agents 

Today, ICICI Prudential leads the 
pack both in number of policies and pre- 
mium collected. Insurance Regulatory 
Development Authority (Irda) numbers, 
show till September 2002 ICICI had sold 
1.69 lakh policies and collected premi- 
um of Rs 2.25 crore. Its chief marketing 
officer Saugata Gupta attributes this to a 
combination of good service, good 
products, the right number of agents 
and, ofcourse, its first-mover advantage. 

But as the Irda numbers show (See 
‘Policies Sold’), of the 12 new insurers, 
the top two private companies — ICICI 
and Max—account for 38.9% of the total 
policies sold and 48% of premia. The top 
four — ICICI, Max, Birla and HDFC — 
account for 62% of policies sold, and 
64% of premium collected. The bottom- 
line: in two years, the market was po- 
larised, with two companies — four if 
you want to be a little more generous — 
dominating the business. Clearly, this 
has turned up the heat on the others. 

Most insurance company executives 
will tell you that they are not expecting to 
break even till 7-8 years, that the busi- 
ness is still in its infancy and the pecking 
order could change dramatically. For ex- 
ample, the lapse rate of policies is one 
factor that could alter the rankings. Also, 
as the experience with other businesses 
here have shown, early setbacks don't 
necessarily mean being an also-ran in 
the long term. Of course, from an execu- 
tives and a company’s viewpoint, what 
counts is the willingness to ride out the 
bad times. Some — both companies and 
managers — do so easily. Others do not. 
And maybe it's just those times in the in- 
surance industry today. a 
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CONTEST2WIN 








SCALING THE 


GREAT WALL 


Alok Kejriwal has taken his start-up to China 
to cash in on the telecom boom there 


RADHIKA DHAWAN 


AST summer, Coca-Cola ran its 
'Coke Cool Summer' campaign in 
China. It used a ticker on TV invit- 
ing mobile phone users to down- 
load the jingle. During the 35-day 
campaign, they did so 50,000 times and 
Coke received 4.4 million SMS re- 
sponses. It achieved the distinction of 
arguably being the largest and most suc- 
cessful SMS campaign to date anywhere. 
What is not as well-known is that it was 
created by an Indian company that 
started operating in China only in 2002. 
The company, Contest2Win, creates 
online contests around brands like 
Nokia. It saw a a large market waiting to 
be tapped — China. It was clear that the 
Net was going to be way bigger there and 
that was a huge opportunity. So two 
years ago, C2W took its value proposi- 
tion to China and leveraged brand rela- 


from an Indian company funded and 
operating out of China! 

Over the last year, the mobile frenzy 
in China had became too big to ignore. 
There are 200 million mobile phones in 
China compared to India's 10 million. 
The Chinese download exotic bird 
sounds on their mobiles and exchange 
100 billion messages annually. This SMS 
frenzy is earning telecom carriers $360 

















tionships built in India to set-up a busi- i : ; P 


ness out of Shanghai. 

By September 2002, things started 
getting interesting. The Coke cam- 
paign brought C2W to the attention of 
Siemens Mobile Acceleration (SMA), a 
fund run by Siemens Information and 
Communication Mobile Group. It in- 
vests in wireless application start-ups 
and C2W fit the bill. The Indian team 
at the helm was a surprise but not a 
damper. Except, the fund (it is not pre- 
sent in India) wanted to invest only in 
the Chinese business and, that too, only 
in the mobile marketing business. 

So C2W spun off its mobile market- 
ing business into Mobile2Win (M2W). 
C2W, SMA and Softbank, the seed in- 
vestor in C2W's Indian and Chinese 
businesses, hold equal stakes in M2W. 
Sources said SMA has invested $1 mil- 


lion-1.5 million in the venture (C2W e 


declined to comment). Next month, 
when the first few promos start rolling 
out in the Indian market, it will be 






















SANJIT KUNDU 


million a year. C2W CEO Alok Kejriwal 
says: "We started thinking how we can 
get our clients to use some of that brand- 
spend on wireless.” 

The first thing C2W did after setting 
up shop in China was go to the 30 
provinces and try to convince local of- 
fices of the two main telecom carriers - 
China Mobile and China Telecom - to al- 
locate it the same short code, 8558. The 
code allocated to C2W can be used to 
send and receive messages. Says Kejri- 
wal: “We tried to bottom-up approach to 
convince the carriers since the local of- 
fices are pretty autonomous. It worked.” 
The model works because in China con- 
sumers are charged both for sending 
and receiving messages, unlike in India, 
where only the sender pays. 

The McDonald's’ promo it ran is typ- 
ical of the kind of work the company 
does. M2W manages virtual mobile 
communities for McDonald's. Users can 
join this community by sending an SMS 
to 8558. One promotion was a bar code 
delivered on the mobile, which the con- 
sumer could use for a discount at an out- 
let. C2W charges for the creative input 
and gets a 50-80% of every SMS. 

Kejriwal won't talk numbers but a 
back-of-the-envelope calculation throws 
up some good figures. M2W handles 
promotions for 2-3 companies a month. 
Most promotions average a million mes- 
sages at Rs 1.20 per message. At 50% rev- 
enue-share, that’s a cool Rs 6 lakh per 
client just from SMS and that's not 
counting earnings from the creative in- 
put. By that calculation M2W made Rs 
26.4 lakh at least ($55,000) from Coke's 
4.4 million messages alone. SMA plans 
to exit the business in five years with a 
tidy sum. 

What's next? The Siemens invest- 
ment has thrown up an interesting busi- 
ness opportunity. Every Siemens phone 
will have a branded game created by 
M2W. Consumers will need to SMS 8558 
for a password to go to the next level. But 
the big move will be in the Asian expan- 
sion. That same code, 8558, will be used 
to roll out in countries like the Philip- 
pines. This will allow marketers to 
' run campaigns across countries. 

Says Kejriwal: "The Siemens cash is 
not burn money. It is to be used to roll 
out in the region." Does this mean that 
the Indian start-up is losing steam. After 
all the focus has shifted to China and so 
has the company's key programmers 
and key management. Kejriwal denies 


_ this. But one way or the other, in- 


vestors should not be complaining, 
for as long as it makes money, the 


4% parent gets a share. L2 
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We work hard so you work easy. 





When spending your money, you have every right to be fussy. About quality, delivery 
schedules and after-sales service. At Featherlite we understand. We make sure that our 
products are not only customised to meet consumer needs but are also delivered as per 
strict schedule. That’s because customer satisfaction is a passion with us, 


The result? World class furniture which combines durability with style and comfort 
in a unique way. No wonder then, our client list boasts of companies used to the 
highest standards in the world (For example upto 45% of ITPL, Bangalore has 
beenfurnished by us). Does that convince you that we keep the promises we make? We help you work bett. 
#2, Timberyard Layout, Mysore Road, Bangalore-26. Tel: 080-6741006/0553/5002 Fax: 080-6740449 email: sales@featherliteindia.com 
* Flexi-plan modular partitions * Seating range * Training/educational furniture * Lab furniture * Desks/conference tables * Hotel furniture 


EXCLUSIVE SHOWROOMS: BANGALORE: 2203812/13. 2264010 CALCUTTA: 2291948, 2299464 CHENNAI: 8256251, 8232764 





DELHI: 6419789, 6483437, 6210381/2 GOA: 224119 HYDERABAD: 78089! 16, 7802602 MUMBAI: 4375375, 4377384 MANGALORE: 44 
PUNE: 6120688, 4012817 VISHAKAPATNAM: 2552047, 2530770. 
DEALERS: BEGUSARAI: 23344 COIMBATORE: 230485, 231699 MYSORE: 424946 PORT BLAIR: 32683, 30652 RANCHI: 200754 


SURAT: 472170 TINSUKIA: 2340591 VIJAYAWADA: 474727, 474222. 
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INDRAJIT GUPTA 


LL is not well at Hindustan 
Lever. Six months ago, Ronesh Puri began 
to sense thére was something afoot. As 
the head of Executive Access, a search 
firm based in Delhi, he was picking 
up all the tell-tale signals. First, 
Wik the number of calls he re- 
ceived from senior Lever managers 
looking for opportunities else- ER 


cr 










where suddenly began to mount. Fn MISE MINI GASS PEs! 


Even two years ago, if he tried 
calling Lever managers to check 
if they would be interested in new openings elsewhere, they 
would simply turn down his requests. But now, when he calls 
them, they aren't just open to the idea, but also quite keen to 
discuss the opportunities outside. 
^ “My conversations with the candidates seem to suggest 
that there is considerable disquiet in the senior leadership," 
says Puri. Other head-hunters, too, confirm the same trend. 
Lever alumni have also picked up the signals. A head of a tech- 
ogy company and a former Lever manager says he gets reg- 
emails from former colleagues who are still with Lever, all 
‘them enquiring about opportunities outside. "By all ac- 
unts, the mood inside is getting jittery. Last week, 
ot a frantic one-line email from a colleague in 
rookefields, Bangalore (Levers foods business is 
‘headquartered there). All it said was: "Get me a job! 
am desperate to get out!” 
-=> On the surface, this angst could well appear to 
ean isolated event. After all, during the last year, at 
-8%, the attrition rates have not been alarming. 
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About 100-odd managers, mostly in the middle level, may 
have headed for the door last year. Besides, chairman 
M.S. Banga himself is proud that Lever continues to - 
be the No. 1 employer on most B-school cam- 
puses. But a different story begins to emerge 
only when you start talking to managers 
who have either left the FMCG giant or 
'  arespeakingofftherecord. .— | 
Lever's crisis of growth has now 
entered its fourth consecutive 
year and shows no signs of abat- 
ing. And for the first time in four 
years, Lever's turnover has actually 
shrunk by 2.396 in 2002. Net profit 
growth has slowed down to 11% compared to 14% in 2001. 
After he took charge in May 2000, Vindi Banga was expected 
to swiftly put the Lever house back in order. But most people, 
including Banga himself, may have underestimated the enor- 
mity of the task. So far, despite the chairmans best efforts, the 
task of reinventing Lever is far from over and the desired results _ 
are yet to show. "Across the board, there is now a distinct feeling — 
of underperformance inside and a resultant panic situation,” 
says a Lever manager. id 
Call it the price of success or what you will, but, by all ac- 
counts, this is rhe most trying time for one of Indias most suc- 
cessful companies. And the knock-on effects have 
already begun to take their toll on one of Lever's 
most prized assets: its people. QNNM 
Lever was once a very safe sanctuary for the 
best managerial talent, but not anymore. There are 
various versions ofthe truth. Some insiders say that 
the management has a hit-list of some 150-200 
managers, who are likely to be asked to leave or risk 


ment- 


ure 


The crisis of 
growth is 
creating a 
massive 
churn among 
Hindustan 
Lever’s 
managers. 
BWtakes a 
close look 
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being axed. Others say the list is far longer. Publicly, the com- 
pany will never confirm or deny it. But the wave of insecurity 
inside Lever House is palpable. ^We've been clearly told: shape 
up or ship out," says a marketing manager, who quit recently to 
join another consumer product company. 

To top it all, in 2001, Lever hived off its existing business of 
fragrances, flavours and food ingredients into a separate joint 
venture, Quest International India, in which paints major ICI 
India holds a majority stake. The entire manpower was also 
transferred to this new company. In 2002, the company’s busi- 
ness of industrial and institutional cleaning, popularly known 
as Diversey Lever, was transferred to Johnson Wax Professional 
Private and the 65-member Hindustan Lever team was moved 
to the new company. 

Then again, much like Procter & Gamble, Unilever too is 
gradually centralising its innovation centres across its regions. 
Already, an Indian manager has been moved out to Djakarta to 
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M.S. Banga: Could he have underestimated the task at hand? 











drive the hair care innovation centre for the entire region. Will 
this mean fewer slots for managers in India? That isn’t clear yet. 

In some senses, Lever's dilemma is simple. With growth 
hard to come by, it is left with no option but to batten down the 
hatches, Unlike in the 90s, when it grew at a scorching pace by 
acquiring a slew of new businesses and by entering new cate- 
gories, the 2000 era has been all about focus on a few brands 
and carefully planned entry into new businesses. The power 
brand strategy unveiled by Banga has been the heart of this 
new mantra. 

While the logic of concentrating on a few brands was im- 
peccable, so far the 30-odd brands have not grown fast enough 
to pull the company out of the mess. In 2002, after accounting 
for the businesses it shut down, Lever's annual results show 
that the continuing business have actually grown by just 0.5%. 
“In fact, the tail (brands) has managed to shrink faster than the 
head has grown,” reveals a Lever marketing manager. Sure, a 
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few power brands like Lifebuoy, 
Pepsodent and Fair & Lovely 
have bounced back, but not 
enough to give a strong boost to 
the topline, making it harder and 
harder to deliver consistent 
growth in profits. 

Set against this backdrop, 
Lever is now squaring up to yet 
another formidable challenge: 
how to offer sufficient growth 
opportunities for its large talent 
pool of managers. Here's how? 
Two weeks ago, the top manage- 
ment was in a quandary. One of 
its best managers — referred to 
as a Lever lister (Lever maintains 
a list of all those on the fast track) 
— put in his papers because he 
wasnt getting a new assignment 
of his choice. Before that, yet an- 
other manager on the fast track 
threatened to quit, citing his un- 
willingness to take on a new 
sales assignment in Chennai. 

"These aren't just stray cases, 
but indicative of a change in the 
talent market. Now it is much 
harder to retain top-flight talent, 
unless they get what they want," 
says a senior manager in Lever. 
The clogging in the talent 
pipeline is so serious that it is ap- 
parently giving the top manage- 
ment in Lever sleepless nights. 
Coupled with the relentless 
pressure to perform, it is now 
creating a virtual pressure 
cooker situation. 

Yet, over the years, Lever's 
famed leadership development 
model, considered easily among 
the best in the country, acted as a 
catalyst in grooming its man- 
agers. It offered managers a well- 


HINDUSTAN LEVER 


Sensing the disquiet inside Lever 
House, headhunters like Ronesh 
Puri are weaning away talent 


DILEEP PRAKASH 









Lever’s 
otherwise rugged 
performance appraisal 


system encourages 
short-termism 


e 
Flying Away 

EVER's talent pool may be under attack, but so 
| Lever officials argue that barring a handful, 

they have not lost any of their top brass. Insid- 
ers say Lever has taken care to protect its cream 
with plenty of sops and challenging assignments. 
Many of those who have left were mid-career man- 
agers, picked up by companies looking to set up 
Lever-like models of sales and marketing. So, apart 
from a large group of area sales managers and sales 
officers, Reliance Infocomm has poached Shailendra 
Gupte and Amit Datta to head marketing for its con- 





| sumer division. Telecom major Bharti, too, hired 
| Pratik Pota as its chief marketing officer and 
Ronesh Puri, MD K. Srinivas as COO from Lever, Tata Tea has picked 
Executive Access 


Vivek Mathur to head its marketing and sales. 

Pillsbury's new managing director Anindo Mukerjee was category head (detergents) at 

Lever, before he quit a few months ago. Consumer product companies like Johnson & 

Johnson, Marico, Castrol and Reckitt too have picked up a few mid-level managers recently, 
So why do these managers choose to leave Lever? Headhunters like Amrop's Vikram 

Chhachi say there are typical reasons why Lever managers say they want to switch: 

li Personal growth and going up the pyramid for managers who have spent 10+ years is 

becoming more and more difficult. 

W Lever has over the years become very inward-looking and inwardly focussed. 

li Lever is no longer leading in innovation in a large number of categories and is, in fact, 

even slow in reacting to competition. 

li Lever can no longer act like an institution/subsidiary in isolation from the international 

Unilever organisation. In turn, some of the haloed leadership development/organisation 

development practices that the Indian subsidiary excelled at can no longer be taken for 

granted as the Indian operations integrate into global operations. 


rounded view of the business through various new assign- 
ments. "At the heart of it were three core beliefs. One, that the 
system could effectively prepare individuals for greater respon- 
sibilities. Two, the system would identify fast-trackers, whose 
rate of growth would be faster than that of others. And, finally, 
for every position, three people would compete. One would 
eventually make it, the second person would be offered an al- 
ternative slot, while the third would simply fall out of the sys- 
tem," explains a senior HR head with a competing company. 
Like most organisational structures, the talent pipeline was 
shaped like a pyramid; it got narrower at the top. 

This leadership development model structure had served 


Lever well for many years. Buffeted by a range of factors, cracks 
first began to appear in the model by the beginning of 2000. 
First, a compression of roles was brought on by the power 
brand strategy of doing more with less. Second, Unilever itself 
began to shutter brands and businesses, reducing the need for 
expensive expatriate talent. HLLs own pipeline of talent had to 
then account for returning expatriates from the Unilever sys- 
tem. (In a typical scenario earlier, almost 1096 of the 1,200 man- 
agerial cadre would be posted abroad.) 

Third, shutting down non-core businesses like seeds, etc., 
has reduced the possibility of deploying talent there. Finally, 
the large commercial department has been whittled down, 
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keeping in mind the opportunities of outsourcing a range 
number of backroom activities nowadays. 

The result: too many people for too few roles. Through the 
80s and the 90s, when HLL was on a roll, few would have ques- 
tioned its headcount. HLL was seen as a role model for any lo- 
cal company in an emerging market. But today, other smaller 
operations in the Unilever world, particularly the Latin Ameri- 
can region and Japan, are growing at a fast clip. So much so that 
recently Lever's executive director (personal products) Arun 
Adhikari is said to have led a team of category managers to 
Unilever, Japan, to study its organisational model. At about 
Rs 5,000 crore, half of HLL’ size, the Japanese operations has a 
headcount of just 110 managers! 

Of course, the trouble is that many managers will find it 
hard to exit the system.Through the good years, many Lever 
managers have been given large hikes of 35-40% per annum on 
their base salary. Just before he handed over the mantle, insid- 
ers say that in 1999, chairman Keki Dadiseth doled out a gener- 
ous round of goodies to Lever managers, with a bundle of new 
perquisites like hefty white goods allowances, fancy new cars 
and big housing allowances. Consequently, even at the level of 
the category heads, one level below the management commit- 
tee, the cost-to-company (CTC) is said to be in the region of 
Rs 1 crore. "This is acting as a major exit barrier for many peo- 
ple,” says a senior manager in a search firm. 

Absorbing the returning Indian expatriates won't be any 
easier either for Corporate India, what with the huge expatriate 
salaries. Even brand managers with about 8-10 years of experi- 


The Power Brand Formula 


NTUITIVELY, Hindustan Lever chairman M.S. Banga's power 

brand strategy makes ample sense. The benefits of focus have 

already percolated down to core brands like Lifebuoy, Surf 
Excel, Fair & Lovely and Pepsodent. Insiders say that profitability 
pressures have also ensured that Lever has had to occasionally 
pull back investments on its power brands. But now, with the 
cash drain of the ice-cream and foods business having abated 
somewhat, Lever plans to relaunch a host of its power brands 


in 2003. 


So far, however, yanking off support completely to the tail - 
brands has cost the company dear. The result: the tail has 
actually shrunk faster than the rate at which the head has 
grown. What's more, Lever is attempting to take on the difficult 
task of migrating the tail brand franchises like 501, OK and 
Hamam and merging them with other power brands. Insiders 
say the task is tricky. For instance, the reason why consumers 
down South use a brand like 501 is because they identify more 
with its soft, family-oriented brand identity rather than the 
more strident, aggressive Rin woman persona. How it hopes to 
tackle this delicate exercise, without sacrificing the topline will 


be interesting to watch. 


ence say their cost to company is in the region of Rs 30 lakh 
way above the rest of the market. 

But that's not all. Lever always had a culture of sharp el- 
bows. With fewer slots to gun for, the tide of internal competi- 
tion is now said to be constantly rising. "That's clearly changing 
the smell of the place," says a senior Lever manager, who quit 
recently. In the good times, say insiders, almost every manager, 
by and large, got good performance ratings. "Based on the rat- 
ings, you could well assume that you were doing well," says a 
Lever manager. 

Today, Lever has insti- 
tuted a forced rank system 
of evaluating people for all 
its businesses, further ac- 
centuating the insecuri- 
ties inside. Says a former 
Lever manager: "Most 
people here believe they 
are no less smarter than a 
guy who tops the list." It 
has also put a lid on 
knowledge sharing and 
instead generates plenty 
of backbiting. 

Besides, over the 
years, Lever has had a 
strong performance man- 
agement system. "Only if 
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HLL executive director A. Adhikari 
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you deliver the numbers, does anyone take you seriously,” says 
a former Lever manager. The cost of failure is, therefore, too 
high. With the pressure on performance, managers are wont to 
rely on short-term recourses to deliver quarterly profit and 
sales numbers. As a result: the pressure on the sales system and 
the brand managers is simply spiralling out of control. 

The otherwise rugged performance management system, 
promotes short-termism. If one brand team has done well to 
grow through a short-term scheme, there is immediate pres- 
sure on the others as well to follow the same. “You have to see 
the spate of free gold and silver promos last year to understand 
this mindset,” says a senior advertising manager. 

To make matters worse, the directions from the top are of- 
ten confusing, say senior managers. All the focus in a particular 
month could be to drive topline growth, but the very next 
month, the diktat is to look for bottomline growth. "This is very 
frustrating as it throws most brand plans completely awry,” 
says a senior marketing person, who quit recently. “A lot of our 
time is spent on drawing up support plans and in the next mo- 
ment revising them, as marketing spends get chopped in an ad 
hoc manner," says a brand manager. 

The process of identifying fast trackers too, is coming under 
scrutiny among the peer group. In a scenario where almost 
every business, barring soaps and detergents, has underper- 
formed, Lever's well-known lister system is bound to come un- 
der pressure. Initially, when Lever instituted the system of lis- 
ters, it chose to look more closely at performance. However, 
over the years, apart from performance, the potential of the 
person has played a bigger role in identifying the fast-trackers. 


Growing On Hope 


HLL has initially stated that each of its new 


ventures would aim to attain a size of 
- 4 Rs 500 crore each in five years. Will they? 
Ayush: Ayush marked Lever’s foray into 
ayurvedic health and beauty care products. The 
range includes a cough syrup, headache roll-on, 
hair oil, dandruff shampoo and soap. So far, the 
market feedback suggest that the offtake hasn't 


been encouraging, although the company insists 
the launch has met all its action standards. 







Max Confectionery: With Rs 50- 
crore sales, this new venture has 
picked up the quickest. Of course, Lev- 
er's beverage distribution is busy trying to ex- 
pand Max's distribution, beyond groceries to in- 
clude the critical paan-bid/ outlets. 


Aviance: It is now part of the Hin- 
dustan Lever Network. Apart from an 
expanded product range, the incentive 
structure has been reworked too. 





“Much of the potential assessment is subjective. As a result, 
the feeling is that perception plays an important role in decid- 
ing who makes it,” says a Lever manager. The implicit assump- 
tion: it is possible to manage perception, by either developing 
an informal mentor in the system or by actively promoting 
oneself. “In a large company ofits size, to get noticed, you have 
to be very aggressive,” says a Lever manager. 

This is where lateral hires have a disadvantage. Today, al- 
most 25% of Lever recruits are through the lateral entry route. 
Unlike the management trainees, many of them come into the 
system somewhat later. Often, neither do they have the net- 
work nor a mentor to take care of their career progression. 

Now, when former chairman Keki Dadiseth rolled out Pro- 
ject Millennium — his grand vision of growth, many of the so- 
called best young managers were identified to lead a set of new 
growth initiatives. But the situation changed completely once 
Banga came in. “These new businesses had to have a sustain- 
able business model,” says Dalip Sehgal, director in charge of 
new ventures. 

Since many of these growth initiatives took Lever into en- 
tirely new areas, each of them tooka long time to be piloted and 
then rolled out. “Not only did it take away some of the best re- 
sources away from the core business, but it also made it diffi- 
cult for them to move up the hierarchy,” says a Lever manager. 
Under the Lever system, there are clear work levels, which de- 
fine the nature of work and responsibilities. 

So, unless there is a change in the nature of work, a manager 
cannot be promoted to the next work level. Besides, a hefty 
change in salary and perquisites are also strongly loaded at 


Sangam Direct: HLU' pilot at Thane 
has been successful, and the model is now 
being rolled out to New Mumbai and 
eastern suburbs of Mumbai. The key: 
nicking last mile hurdles and achieving scale. 





Surf Laundry Service: This ser- 
vice has proved to be a non-starter, 
and it looks like Lever has now 
canned it. 


Project Shakti: Based on the 
Grameen Bank model, Shakti 
uses women's groups to sell HLL 
products in media-dark villages. 
Being expanded to Karnataka 








based company Puritas, Hindustan Lever 
continues to struggle to launch a cost effective 
potable water solution for homes. No fix yet 
on the date of launch. 
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P laying Catch- up Has Banga's career growth slowed down? 


T HLL, careers are keenly tracked and dissected. In 
A recent months, none more closely than Vindi 

Banga's, reckoned as one of the most able Lever 
managers in recent times. Last year, the grapevine had it 
that he was moving as president of the Asian region for 
Unilever's home and personal care business group, based 
in Singapore. But it never took place. Perhaps, Unilever did 
not want to rock the boat during the crucial transformation. 
Or it did not see a clear successor emerging from among 


HLL's management committee. Whatever the 
reason, Banga may have lost precious time. 

Former HLL colleague and one-time 
contender for the chairman's job, Harish 
Manwani has already moved on as president 
of Unilever's Latin American operations. 
Unlike India, Latin America is on a roll, 
posting rollicking growth. While the two may 
still be at the same level in Unilever, it may 
not be long before Banga, too, is moved to a 
bigger regional role, and then, eventually to 
the Lever board. There's every indication that 
Unilever chairman Niall Fitzgerald holds 
Banga in high regard, given that HLL has not 
just adopted the power brand strategy, but 
also the softer philosophy of managing 
through values of action, caring, courage and 
truth. Of course, orchestrating the change- 
over in India won't be easy. Over the years, 
there have always been two contenders for 
HLL chairman. Ashok Ganguly had S.M. Datta 
snapping at his heels. S.M. Datta, in turn, had 
PM. Sinha for company. Keki Dadiseth and 
R. Gopalakrishnan ran a close race. 

Banga initially put all his eggs in one 
basket by backing Gunender Kapur (‘GK’), the 
current head of HLL's foods business. That 
move may have backfired. As the foods 
business fared badly, GK's credibility took a 
beating. So what's the transition plan now? 
Vice-chairman M.K. Sharma could succeed 
Banga. But by then, Unilever may insist that 
the two main businesses, home and personal 
care and foods be separated and report 
directly to Unilever's regional headquarters. 
Then, Sharma could operate as a country 
manager with a whittled-down span of 
control. If Unilever buys the logic, Banga's 
career growth could well be back on track. 








Harish Manwani (top) 
has become president 
of Unilever's Latin 
American operations. 
Keki Dadiseth is head 
(home & personal care) 
of Unilever: Will he pull 
Banga overseas? 


RAVI PATIL 


SANDEEP RUPAREL 


every work level. "Since their projects were dragging on, some 
of these managers were stuck at the old grades. What's more, 
there weren't enough plum slots to move them back to the core 
businesses," says a source. Those who had the clout to swing 
newer assignments or a grade change did so, many others, es- 
pecially in the rural cell, simply chose to exit the system. 

It isn't just mid-career listers. Equally, career progressions 
are slowing down at every level. Many of the management 
committee members, like head of foods, Gunender Kapur were 
supposed to be moved to regional roles in Asia. But the contin- 


ued non-performance of the foods business 
has thrown a spanner in the works. That 
meant that category heads are unlikely to find 
a berth soon, until some at the top move on. 

Search firms like Ronesh Puri's say this un- 
certainty has forced many candidates to look 
outside for opportunities. "Many of these can- 
didates have CEO aspirations. They are at- 
tracted by the new opportunities in telecom, 
healthcare and insurance. They said they did- 
n't get any clear commitment from the Lever 
system about what the future holds for them," 
says Puri. That was understandable, given the 
logjam in the system. 

It isn't as if Lever isnt trying to change. Last 
year, it switched to an open job posting (OJP) 
system, whereby all new jobs were advertised 
on the intranet and anyone who fitted the cri- 
teria could apply. In some senses, it was à 
smart way to tackle the asymmetry of infor- 
mation in a large organisation like Lever and 
thereby build greater transparency. 

Of course, not everyone shares these per- 
ceptions. Many insiders, rightly or wrongly, 
feel that recruitments are pre-decided, de- 
pending on who is applying. "Very rarely do 
people from another division get selected 
through an OJP" says a Lever manager. Some 
of this could well be a case of sour grapes — 
but is yet another reflection of the deep cyni- 
cism within the system. 

Lately, Lever has also started a new per- 
sonal development plan (PDP), where each 
manager is evaluated on a set of 12 competen- 
cies. The superior is expected to discuss the as- 
sessment with each person and get a clear 
sign-off. 

Here too, some insiders feel that by setting 
down the competencies, the system encour- 
ages cloning. "The natural tendency is to look 
for more managers in the same Lever mould," 
says a manager. But, nevertheless, this initia- 
tive is likely to be useful in changing the some- 
what opaque nature of the relationship be- 
tween the organisation and the employee. 

Clearly, changing a well-entrenched cul- 
ture like Hindustan Lever's is going to be far 
from easy. Maybe, that could well be the real 
price of success. * 
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Bermuda Azzuro Bermuda Cobalt Blue 


Kajaria presents its latest range of wall tiles - BERMUDA in satin 
finish, to complement the aesthetics of your kitchen and bathrooms 
as never before. 


The 3D effect on the surface of these tiles is bound to enhance the 
beauty ofthe space and mesmerise you. 


K Aajaria 


AND FLOORS Kajaria Ceramics Limited 


J-1/B-1 (Extn.), Mohan Co-operative Industrial Estate, Mathura Road, New Delhi-110 044 
visit us at http://www.kajariaceramics.com 
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BPL 





MITU JAYASHANKAR 


N 18 November 2002, a city civil 

court in Bangalore passed a con- 

ditional order attaching proper- 

ties of T.PG. Nambiar and Ajit 

Nambiar, the promoters of BPL, 
the Bangalore-based consumer elec- 
tronics giant. M.N. Dastur & Company, a 
Kolkata-based design and engineering 
service company, is one of the plaintiffs 
in the case. In a public notice that ap- 
peared in newspapers a few days ago, 
Dastur's lawyer claimed that his client 
was yet to recover an unspecified sum of 
money from BPL Sanyo Finance, a BPL 
group company. 

Among the people named in the suit 
are the Nambiar family, their flagship 
company BPL and 27 other defendants. 
(When BW contacted the company, BPL 
did not comment on this issue saying 
that the matter was sub judice.) 

Where is India’s one time largest con- 
sumer durables company headed? For 
over two years now it seems that the only 
news issuing out of the BPL group has 
been bad news. This case is only the 
latest blow in a series of 
calamitous events that seem 
to be plaguing the con- 
sumer electronics major. 


BPL's Ajit Nambiar: 
preparing for the 
worst even as he 
believes in the best 
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BPL’s COLOUR TV SALES 


1998-99 
824,968 


1999-00 





1,115,241 


2000-01 
1,406,893 





2001-02 


1,221,997 


Figures indicate no. of TV sets Source: BPL annual reports 


First came the reports that Crisil had | 


downgraded the company’s debt rating 
in July 2002 (See ‘No Room To Manoeu- 
vre, BW, 8 July 2002). Then, a few 
months' later, newspapers carried 


reports that the group was exiting some | 


of its key businesses. Since then, the 

group has strongly denied that report. 

The problems compounded as senior 

managers left the company. Among 

the more high-profile exits were 
Ajay Baijal, head (entertainment 
electronics), George Thomas, 
COO (soft energy business), and 
Anand Narasimhan, head (brand 
management). 


BPL regularly made the 
xs 
XX rounds in Banga- 
à lore. "There is no 
doubt that the 


For several months last year, | 
news about the cash crunch at | 





well has dried," says a source close to the 
company. Despite several requests, Ajit 
Nambiar, chairman and managing di- 
rector, BPL, did not meet Businessworld 
for this article. But in a previous inter- 
view (see 'BPL Ltd. Will Be A Television 
Company Only', BW, 16 September), he 
had admitted that the company had 
been facing cash-flow problems. 

But 2002 was clearly the worst year in 
the company’s history. For the first half 
of 2002, BPL reported a net loss of 
Rs 57 crore as compared to a net profit of 
Rs 20 crore for the same period in 2001. 
Its clear that the company is weighed 
down under a severe debt burden. It 
paid Rs 75 crore as interest for the first 
half of 2002. Cash on hand halved from 
Rs 40 crore in 2000-2001 to Rs 22 crore in 
2001-2002. 

In fact, according to a senior com- 
pany executive, the cash crunch had 
even started affecting the colour televi- 
sion (CTV) unit, the company's bread 
and butter business. At one point last 
year, the working capital situation was 
apparently so bad that the company had 
to cut back on the production of CTVs. 
Sales of CTVs fell from 14 lakh sets to 12.2 
lakh in 2001-02, a drop of 13% in volume, 
which was a straight loss in revenues of 
at least Rs 100 crore. 

Signs of the troubled times that the 
group is facing is evident from BPLs con- 
spicuous absence from the World Cup 
cricket promotions that are going on 
currently. Where BPLs competitors are 
aggressively spending money on the 
World Cup, arguably the biggest promo- 
tional event for the durables industry, 
(LG has reportedly earmarked Rs 30 


As the restructuring 
at the company drags 
on, the Nambiar 
family lurches from 
one crisis to another 
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crore for the World Cup in South Africa), 

. BPL is nowhere to be seen. This wasnt 
the case in the last World Cup (1999- 
2000) where a very aggressive BPL had 
claimed that the cricketing world's 
biggest event had pushed up its CTV vol- 
umes by at least 1095. 

This year, according to sources close 
to the company, the management feels 
that instead of spending Rs 3 crore-4 
crore on advertisements during the 
World Cup, the money can be saved to 

' shore up the bottomline, which is look- 

ing far from good so far. The official line 

. isthat the dealers have anyway bought 

. “out the whole stock earmarked for the 

. ^ World Cup without the company having 
. toadvertise for it. 

Regardless of what the company 
may claim, in an industry that is charac- 
terised by advertisement-driven growth, 
reducing ad-spends is likely to impact 
volume sales. In turn, that will further 
impact the company's revenues and 
cash flows. This is a no-win situation. No 
wonder then that its marketshare in 
CTVs, has been continuously slipping. It 
slid from 20% in 1999-2000 to 17% in 
2001-2002. Last year was even worse. Ac- 
cording to ORG-GFK’s figures for Octo- 
ber 2002, BPL has been dislodged from 
its No. 1 slot and has slipped to No. 4. 

-The reasons for BPL's slide have been 
analysed before. However, a brief review 
may put things in perspective. Through 
the late 90s, BPL made heavy invest- 
ments in projects as diverse as power, 
appliances, alkaline batteries and the 
acquisition of the Uptron picture tube 
plant. While some diversifications like 
appliances never really made any 
money for the group, others like power 
had long gestation periods. But the com- 

pany kept borrowing heavily to fund 
these diversifications as well as run its 
operations. Its total borrowings for 2001- 
2002 were Rs 771.81 crore. 












— FINANCIAL RESULTS 


31 December 2002 


Coupled with that is the fact that the 
white goods business; refrigerators and | 
washing machines, have been alarm- 
ingly stagnant for three years. That Bas 
made any chances of a revival look even 
more grim. There have been other set- 
backs along the way too. Money was 
stuck as the 520 MW Ramagundam 
Thermal Power Project in Andhra 
Pradesh has not been able to achieve fi- 
nancialclosure. And, just when the com- 
pany made its first cash profits in the soft 
energy business, the domestic market 
for alkaline batteries declined by 2396. 

Company officials are, however, 
confident that things will look up for BPL 
by March 2003. Two things are likely to 
happen by then. One, the Sanyo deal will 
come through, say sources. Second, af- 
ter a two-year long wait, the Rs 2,776- 
crore Andhra Pradesh power project that 
BPL has invested in is likely to reach fi- 
nancial closure, sources said and by the 
end of March this year, funds will flow in. 


“By April 2003, this will be a very differ- | 


ent company," promises a senior execu- 
tive at BPL. So much so that the com- 
pany is even planning to get into new 
product categories by April 2003. Nego- 





3 December 2001 
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31 March 2001 
A 558. 5 
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tiations with Sanyo have been going 
for some time now. mM 
While earlier it was thought tl 
Sanyo would pick up a stake or 
appliances business, source E 
that the Japanese consume 
giant is now also negotiating f 
in the flagship BPLas we p 
The terms and conditions 
are not mooi but bias | 











may not hold majority sun in evi 
business of BPL”. 
In the pid, BPL is wo 


group is rundoubte xdi ay 
pastrecord — Sashi was in: 
acquiring and turning aro ind the lo 
making Uptron picture tube plan : 
has been looking after the groups Et 
pean operations for the last two year 
According to Sources, the man 
ment is doing all that it can t: 
around the company. But will the 
structuring work? | 
Alotwould depend on the valuatio j 
at which the promoters will divest th 
shares in various group. companie: 
Sanyo or any other strategic inves 
Currently the valuations don't look v 
good. BPLs share price has fallen fro: 
high of Rs 77 in May 2001 to Rs39 injan- - 
uary 2003. e 
Can the Nambiars revive the com 
pany that was once touted as the only 
dian consumer durables major with: 
ability, brand strength and deep pock 
to take on the global giants? That 
tough question to answer. Right now, 
even the Nambiars themselves can't do. 
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The telecom industry realigns itself in two 
camps — one led by Ambani, the other by Mittal 


ANUP JAYARAM 


EH bakra kishton mein katega." 
(This lamb, cellular telephone 
companies, will be slaughtered in 
instalments.) That's what Sunil 
Mittal, chairman and group man- 
aging director, Bharti Tele-Ventures said 
after former communications minister 
Pramod Mahajan had announced slash- 
ing the mobile-to-mobile long-distance 
rate to Rs 2.99 per minute in the pres- 
ence of nine cellular service providers. 
Mittal also announced that cellular op- 
erators would offer something new to 
subscribers every week. Till half an hour 
before the 2 January press meet, few 





were aware that Mahajan would make | 


the announcement. Getting Mahajan to 
make the announcement was a coup of 
sorts for the cellular operators. 

Mahajan has always been a propo- 
nent of the poor man's mobile phone, 
better known as WLL(M) or limited mo- 
bility. He first launched Tata Indicom's 
limited mobility service in Delhi on 19 


December as Ratan Tata and Delhi chief | 
minister Shiela Dikshit looked on. On 27 | 


December he unveiled the Reliance In- 
dia Mobile service in Navi Mumbai at the 
behest of Mukesh Ambani. 

While the war between the cellular 


and the basic service operators has been | 


on for some time, never before have the 
battle lines been drawn so sharply. The 
Reliance IndiaMobile launch and the 


Cellular Operators Association of India | 
| lenge seems to have got them all to- 


(COAD riposte has caused a clear polari- 
sation in the Indian telecom industry, 
splitting it into two distinct groups. 
Leading the cellular operators is Sunil 


Mittal, while the basic operators inter- | 
ests are being led by Reliance Industries | 


chairman Mukesh Ambani. Of course, 
when the cellular operators refused to 








take calls from Tata Teleservices, the bat- 
tle came into the open, forcing even 
those straddling both businesses to take 
astance on whom they would support. 
Fundamentally, it's a battle of stan- 


| dards — GSM versus CDMA. And there's 


much at stake. To get a clear view of the 
battle, let's look at the scenario through 
the eyes of the leaders of both camps. 

Bharti is the biggest GSM service 
provider across 16 circles with over 2.7 
million subscribers. It has pumped in 
close to Rs 9,000 crore ($1.9 billion). Re- 
liance has invested Rs 25,000 crore 
($5.32 billion) for a nationwide CDMA- 
based network. (For Reliance, GSM is a 
sideshow — it is operating in seven not- 
so attractive circles in east India.) It will 
launch limited mobility services all over 
the country soon. 

Apart from Bharti, there are the other 
cellular camp members who have sunk 
in huge amounts of money. Hutchison 
has over 2 million subscribers across six 
key circles. It has invested Rs 5,000 crore 
($1.06 billion). There is also Rajeev 
Chandrasekhar of BPL with 1 million 
subscribers in four circles. IDEA, a joint 
venture between the Tatas, Birlas and 
AT&T with over 1 million subscribers in 
five circles is also part of the cellular 
team. It has invested Rs 3,000 crore 
($0.64 billion). Dilip Modi's Spice and Es- 
cotel are also in this group. The total in- 
vestment by the cellular industry is 
around Rs 25,000 crore ($5.32 billion). 

However, the limited mobility chal- 


gether. At the other end are the limited 
mobility players led by Reliance. Tata Te- 
leservices has invested almost Rs 3,500 
crore till date. It plans to hike this to 
Rs 14,000 crore in the next five years. 
Since Mittal and Ambani have put in 
the most money on the ground, they 
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were the first to take a stand. 

Both are present in basic and cellu- 
lar. Mittal’s Touchtel provides basic ser- 
vices in five circles. However, it is not of- 
fering limited mobility. The focus is on 
fixed lines. It uses WLL, but as last mile 
connectivity for fixed wireless terminals. 

Reliance, on its part, has been in the 


cellular game from the beginning, but 


has focussed on eastern India. It bid 
Rs 78 crore to bag the fourth licence for 
Kolkata. In recent times, it has invested 
on rolling-out a nationwide CDMA- 
based limited mobility network and a 
60,000 km optic fibre backbone. 

Hutchison, Escotel, Spice Telecom 
and BPL have all along been pure GSM- 
based cellular service providers. BPL did 
show some interest in basic services 
when it was opened up, but decided to 
stick with mobile services. 

The Tatas are in cellular, limited mo- 
bility, international long-distance and as 
an Internet service provider. It has a 33% 
stake in IDEA. It bid Rs 170 crore to bag 
the fourth Delhi licence. 

Of late, it has pitched itself with the 
limited mobility providers. The inter- 
connect dispute started when Tata Indi- 
com was disconnected by cellular oper- 
ators. Oddly, even IDEA did not provide 
connectivity to Tata Indicom in Andhra 
Pradesh. Perhaps, because the other 
stakeholders in IDEA including AT&T 
and the Birlas put a logjam in their plans. 

Both Shyam Telecom and Himachal 
Futuristic Communications (HFCL) are 
single circle basic providers. Since Ra- 
jeev Mehrotra, chairman of Shyam was 
also the president of the Association of 
Basic Telecom Operators (ABTO), it is 
clear where his loyalties lie. HFCLs Ma- 
hendra Nahata has a major emphasis on 
limited mobility in his Punjab circle. 

That leaves Bharat Sanchar Nigam 
(BSNL) on its own. It is the big boy in the 
game. Right now, it is not yet a member 
of either COAI or ABTO. But the focus is 
heavily on wireless. Whichever, way 
BSNL goes, MTNL will follow. The differ- 
ences between the leaders of the two 
camps are apparent. Mittal is a first- -gen- 
eration entrepreneur and a politician's 
son. Ambani is a second- -generation en- 
trepreneur with a name that is recog- 
nised all over India and large parts of the 
world for completing extremely com- 
plex projects way ahead of schedule. 

Both have the tenacity to fight it out. 
The coming of Arun Shourie as the com- 
munications minister may make life dif- 
ficult for CDMA providers. But, they 
have the experience of dealing with 
Shourie the disinvestment minister. The 
cellular operators cannot claim that. W 
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M. RAJSHEKHAR 


HE fog seems to have moved from 

Delhi to Mumbai. More specifi- 

cally, it today hangs above the 

head office of the Rs 223-crore 

Aptech (March 2002). A thick fog of 
secrecy shrouds what chairman Atul 
Nishar is up to, or what he plans to do 
with his stake in the company. 

On 16 January, a leading economic 
daily announced that Nishar was selling 
his 27.47% stake to the Rs 388-crore, rival 
IT training major SSi (June 2002). While 
such rumours have always been around, 
the news caught everyone 
by surprise. Even Aptech 
Training managing director 
Pramod Khera, according 
to sources. Franchisees, 
too, were aghast. “An SSi 
centre shares the same 
building with one of my 
centres,” an Aptech fran- 
chisee asked BW. “Do you 
think we will have to shut 
down?” 

Today, such questions 
remain unanswered. No 
one at Aptech is willing to 
even confirm or deny the 
news. BW sent repeated 
emails to Khera, Nishar and 
the company’s spokesper- 
sons in Delhi and Mumbai. 
All went unanswered. As 
this article goes to press, 
two full weeks after the first 
news report, no official 
statements have been 
made. Franchisees and em- 
ployees are still in the dark. 
Even the company’s 
spokespersons have no de- 
tails. No one even knows 
why Nishar is selling out.  . 

Was he disenchanted 
with the IT education busi- 
ness? (See ‘The Rolling 
Stone’, BW, 29 April 2002.) 
Aptech has certainly re- 
ceived a double whammy. It 
had penetrated so deep 
into India that it couldnt 
add topline any more by 
opening new centres. At the 
same time, due to the slow- 
down, fewer wannabe- 
franchisees and students 
were walking in. As the 
business deteriorated, says 
a senior ex-employee, 
Nishar wanted to exit. 

That is one theory. By no 
means is it the only one. In 








SANJIT KUNDU 


The administration and 
account people at Aptech have 
been told to start looking for 


new jobs 


Aptech franchisees, led by 
those in Gujarat, are appealing 


for a stay against the merger. If 
that fails, they plan to start up 


on their own 


Quitting 
the arena 


Why does 
Atul Nishar 
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APTECH 


the absence of information, people are 
wondering if the SSi deal is just all-cash 
(as was reported by the newspaper). Is 
Nishar making some new investment? Is 
he selling out as he needs to make pay- 
ments for a property development deal 
he had promoted in Mumbai's Bandra- 
Kurla complex? Nishar is reputed to owe 
over a hundred crores to Dena Bank and 
others. But all that is conjecture. The one 
incontrovertible fact is that he is proba- 
bly selling out at the worst possible time. 

Today, Aptech is at its lowest ebb ever 
— in terms of business as well as share 
price. And things look as if they might 
improve. IT recruitments 
are inching up. Ergo, in a 
while, IT education might 
follow suit. An Aptech fran- 
chisee told BW that en- 
quiries had risen by 10% 
over last year. And since 
most of the mid-sized com- 
panies in IT education are 
winding up, the gains 
would have been split be 
tween NIIT, SSi and Aptech. 

In 2000, Aptech's scrip 
was trading at Rs 1,540. To- 
day, Nishar is selling out at 
about Rs 40-49 per share. 
Some Aptech watchers 
claim he is exiting Aptech to 
concentrate on Hexaware. 
But even if that was the 
case, his Aptech stake was 
not creating any problems. 
For one, Aptech is run by 
professional managers, not 
by Nishar. He wasn't even 
sitting at the Aptech head 
office any longer. 

Nishar is reported to be 
going in for an all-cash 
deal. Does that mean he 
needs money urgently? But 
for what? For his 27.47% 
stake in Aptech, Nishar will 
get a mere Rs 22-odd crore, 
if the deal has been struck 
at market prices. And there 
are no reports that Hexa- 
ware needs a cash infusion 
urgently. In fact, people say 
that it is generating enough 
cash flows for any short- 
term investments it might 
need to make. 

Unless Nishar is trying 
to up his 39% personal 
stake in the company. The 
only person who can an- 
swer these is Nishar, and 
he is not talking. This fog 
isnt lifting. 


exit 
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Saras is the first civilian aircraft to be 
designed in India. Will there be takers? 





P. HARI 





OR more than a decade, K. Yegna | 
Narayana, director ofthelighttran- | 


sport aircraft (LTA) project at the 
National Aerospace Laboratories 


(NAL) in Bangalore, had done little | 
else than thinking, talking about and | 


working on his project. He made presen- 


tations on the topic to bureaucrats, en- | 


trepreneurs, financial companies, pros- 
pective manufacturers and potential 
customers. “I had made so many pre- 
sentations about the LTA that now I find 
it difficult to stand up without saying 
something about the aircraft," he says. 
At the NAL hangar near his office, the 
aircraft (not to be confused with the light 
combat aircraft or LCA) is getting finish- 
ing touches. The 14-seater LTA, now 
named Saras and looking impressively 
big near the tiny two-seaters designed 
and made by NAL, is set to roll out on 4 
February. It will fly by the end of June. 
Saras is the first civilian aircraft to be 
designed and manufactured completely 


READY TO 
TAKE WING 














in India. India is entering the civil air- 


| craft industry this year. The US did itin | 
the 30s, China in the 70s. Brazil entered | 
in the 80s, but now has a flourishing air- _ 
craft industry; Embraer, from where Jet | 
Airways procured 10 planes, is a $6-bil- | 
lion company. Not surprisingly, India | 
contributes 0.196 to the world aircraft | 


manufacturing market of $350 billion. 
Saras is the first serious attempt to 


address this anomaly. The project was | 
conceived by Roddam Narasimha, who : 


was the director of NAL in the 80s and 
the early 90s. Narasimha had decided 
that NAL needed to design aircraft and 
not just do research. The first attempt 


was an assembly: the experimental light | 


canard aircraft. NAL then designed the 


two-seater Hansa, the only all-compos- | 
ite two-seater in the world. Hansa got | 


certified in 2000. Even while the Hansa 
work was in progress, NAL decided to 


make Saras. The first feasiblility study | 


was done in 1989. Russia’s Myasischev 


Design Bureau was a partner. But Saras | 
got stuck due to lack of funding. The | 





Russians pulled out due to economic 
difficulties. By the end-90s, it seemed 
that Saras would never be developed. 

In 1999, the Department of Science 
and Technology's technology develop- 
ment board (TDB) agreed to help. TDB 
sanctioned a grant of Rs 65 crore for the 
development of Saras. The estimated 
development cost was Rs 132 crore. The 
Council of Scientific and Industrial Re- 
search, of which NAL is a part, put in 
Rs 52 crore. Hindustan Aeronautics 
(HAL) and the Ministry of Civil Aviation 
put in Rs 9 crore and Rs 5 crore respec- 
tively. The project got under way by end- 
1999, 10 years after the feasibility study. 

The prototype has some unusual 
features when compared to the nearest 
competitor in its category, the 19-seater 
Beech 1900 (there are no 14-seater air- 
craft). It’s a pusher aircraft. For a turbo- 
prop, the pusher configuration is un- 
usual; the propellers normally pull the 
aircraft forward. The engines, from Pratt 
and Whitney in Canada, are mounted at 
the back, away from the wings. This re- 
duces cabin noise and keeps the wings 
clean, thus improving efficiency. 

A number of companies worked on 
the project. HAL designed and devel- 
oped the landing gear, electrical systems 
and a few other parts. Taneja Aerospace 
made most of the sheet metal parts, NAL 
did the design and development, struc- 
tural and qualification testing and the 
project management. The Central Me- 
chanical Engineering and Research In- 
stitute, Durgapur, developed the throttle 
control box. About 20 firms in Bangalore 
did the machine tooling. 

To reduce development costs, devel- 
opers used off-the-shelf components as 
much as possible. T.S. Prahlad, who was 
NAL’ director till recently, says: “Saras is 
specially designed for Indian condi- 
tions." It can take off from short run- 
ways, in hot conditions and on high alti- 
tudes. It can fly in any kind of weather. 

India's feeder airline services are 
poorly developed; even existent services 
like Vayudoot have stopped operations. 
Other than poor management, two ma- 
jor problems have been lack of cheap In- 
dian aircraft and poor economies of 
scale for maintenance. Saras could solve 
both. NALnow estimates an Indian mar- 
ket of 200 planes in the next 10 years. 

The aircraft industry has a consider- 
able influence on the economy of a 
country. The economic impact of avia- 
tionon the world's GDP is about 1096. Af- 
ter Saras, the next civil aircraft project is 
the 100-seater from HAL. Can these two 
projects kickstart an aircraft industry in 
the country? 
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THE US’ WAR AGAINST IRAQ SEEMS ALMOST INEVITABLE. And despite all the bravado Saddam 


Hussein spouts, the fact is that he’s up against impossible odds. With the kind of weapons in 
their arsenal, the US forces seem unstoppable. We take a look at some of the best machines 
that have done service with the US Air Force, a few of which may be deployed against Iraq. 





. lockheed boeing F-22 raptor . 


T HE F-22 is the most advanced fighter today. Compared with the F-15 it is 


F-117A 
nighthawk 








supposed to replace, the F-22 has higher speed and longer range, greater 
agility, enhanced offensive and defensive avionics, and reduced observabil- 


HE F-117A Nighthawk Is the world’s ity. The F-22 can carry medium- and short-range air-to-air missiles in internal 
T first operational aircraft designed bays, and has an internal 20 mm cannon and provisions for carrying precision 

to exploit low-observable stealth ground attack weapons. Pilots will have a ‘first-look, first-shot, first-kill’ capa- 
technology. It penetrates high-threat bility because of the Raptor’s stealth properties and advanced sensors. Plus, the 
airspace and uses laser-guided weapons avionics sulte is a highly-integrated system that allows the pilot to concentrate 


against critical targets. Its unique design 
gives it exceptional combat capabilities. 
The F-117A can employ a variety of 
weapons and is equipped with sophisti- 
cated navigation and attack systems 
integrated into a digital avionics suite 
that increases mission effectiveness and 
reduces pilot workload. Detailed planning 
for missions into heavily-defended target 
areas is accomplished by an automated 
mission planning system. 
During Operation Desert Storm in 
1991, F-117As flew about 1,300 sorties and 
scored direct hits on 1,600 targets in Iraq. gru man E-2¢ hawkeye 
Since moving to Holloman AFB in 1992, the 
F-117A and the men and women of the T HE E-2C Hawkeye is with the US Navy and is the force's all-weather, carrier- 


on the mission rather than on managing the sensors as in 
current fighters. 
But the plane has cre- 
ated its own set of controversies. 
The New York Times called it “the most 
expensive jet in history" — it has a pro- 
duction cost of $83 million per plane. But that has 
not stopped people from asking for the plane. In 
fact, when production is over, the US Air Force will | 
have 750 of these beauties flying for it. | 
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49th Fighter Wing have been deployed to based tactical warning and control system aircraft. Additional missions include 
south-west Asia more than once. On their surface surveillance co-ordination, strike and interceptor control, search and 
first trip, the F-117As flew non-stop from rescue guidance and communications relay. An integral component of the carrier air 


Holloman to Kuwait, a flight of approxi- wing, the E-2C uses computerised sensors to provide early warning, threat analyses 
mately 18.5 hours — a record for single- and control of counteraction against air and surface targets. It is a high-wing aircraft 
seat fighters. The plane has unlimited with stacked antennae elements contained in a 24 ft rotating dome above the fuselage. 
range because It can be refuelled in mid- Ever since it replaced the E-1 in 1964, the Hawkeye has been the ‘eyes of the fleet’. 
alr. Each unit costs $45 million. m  Sinceits combat debut during the Vietnam conflict, the E-2C has served the Navy 


around the world. Hawkeyes directed F-14 Tomcat fighters flying combat air patrol 
during the two-carrier battle group joint 
strikes against terrorist-related Libyan targets 
in 1986. More recently, E-2Cs provided the com- 
mand and control for successful operations 
during the Gulf War in 1991, directing both 

land attack and combat air patrol missions 
over Iraq and providing control for shooting 
down two Iraqi Russian made MIG-21 aircraft. 
The E-2C costs $51 million to build and can carry 
a crew of five people. 





AAACATINE (YE THE NEW ECONOMY | - BUSINESSWORLD 10 FEBRUARY 2003 


lockheed 
SR-71A 
blackbird 





imagination of aviation enthusi- 

asts around the world like the 
Lockheed Blackbird series. This is the 
fastest and highest flying air-breath- 
Ing aircraft ever. Though it has 
retired from active service, it contin- 
ues to provide testimony of what the 
US Alr Force can do. 

Throughout Its nearly 24-year ca- 
reer, the SR-71 remained the world's 
fastest and highest-flying operational 
alrcraft. From 80,000 ft, It could sur- 
vey 100,000 sq miles of the Earth's 
surface per hour. 

On 28 July 1976, an SR-71 set two 
world records for Its class: an ab- 
solute speed record of 2,193.167 miles 
per hour and an absolute altitude 
record of 85,068,997 ft. 

The Blackbird, developed as a spy 
plane during the height of the Cold War 
from the YF-12 (a Mach 3 interceptor 
that never saw production other than 
three prototypes), had a skin made 
entirely of titanium. Designed by the 
renowned Lockheed Skunk Works, it 
had no need for armament because It 
was capable of outrunning canon and 
missile fires. Even though the design is 
40 years old now, it is still the fastest 
known airplane in existence. 

When it was withdrawn from ser- 
vice, a lot of eyebrows were raised. 
But over the last couple of months, 
aviation journals have reported that a 
similar plane has been sighted over 
the skies of Southern California. Most 
people call it the Aurora and bets are 
being placed that the a successor to 
the Blackbird is in the final stages of 
being created. & 


- EW aircraft have captured the 








HANG-OUT 


general dynamics F-111A 


T HE General Dynamics F-111A is one of the most controversial aircraft that ever 


flew. Perhaps no other aircraft before or since has the distinction of being so bit- 
terly criticised in the media as the F-111A. It suffered a protracted development 


cycle in which numerous serious problems had to be identified and repaired and cost 
overruns came to be a serious concern. Of the several thousand that had originally been 
planned, only 562 flightworthy examples of seven different variants of the F-111A were 
actually completed. 


However, after a prolonged gestation period in which many, many problems had to 


be identified and fixed, the F-111A turned out to be one of the most effective all-weather 
interdiction aircraft in the world. Although vilified by some as being an unsafe and dan- 
gerous plane, the F-111 series of combat aircraft established the best safety record of 
any of the aircraft in the Century Serles of fighters — only 77 aircraft being lost In a mil- 
lion flying hours. 


There was no other aircraft in service with the US Alr Force which could carry out 


the F-111’s mission of precise air strikes over such long ranges In all weather conditions. 
Although the aircraft has left US Air Force | 
service, it continues to serve with distinc- 
tion with the Royal Australian Air 

Force and may very well continue to do so 
until 2020. During its long service, the F- 
111A/F series never had an official Air Force 
popular name. However, because of Its long, 
pointed nose, the F-111A came to be known 
unofficially as the Aardvark, or Just 'Vark' 
for short. 
















sions. The bomber is capable of flying at high subsonic speeds at altitudes 
up to 50,000 ft (15,166.6 metres). It can carry nuclear or precision-gulded 
conventional ordnance with worldwide precision navigation capability. 

In a conventional conflict, the B-52 can perform strategic attack, air inter- 
diction, offensive counter-air and maritime operations. During Operation Desert 
Storm, B-52 aircraft delivered 40% of all the weapons dropped by coalition 
forces. The B-52 is highly effective when used for ocean surveillance, and can 
assist the US Navy in anti-ship and mine-laying operations. In just two hours 
flat, two B-52s can monitor approximately 140,000 sq miles (364,000 sq km) of 
ocean surface. 

All B-52s are equipped with an electro-optical viewing system that uses plat- 
inum silicide forward-looking infrared and high-resolution low-light-level televi- 
sion sensors to augment targeting, battle assessment and flight safety, thus 
further improving its combat ability and low-level flight capability. 

Pilots wear night vision goggles (NVGs) to enhance their vision during night 
operations. Night vision goggles provide greater safety during night operations 
by increasing the pilot’s ability to visually clear terrain, avoid enemy radar and 
see other aircraft in a covert/lights-out environment. The use of aerial refuelling 
gives the B-52 a range limited only by crew endurance. It has an unrefuelled 
combat range in excess of 8,800 miles (14,080 km). a 


T HE B-52 Is a long-range, heavy bomber that can perform a variety of mis- 





MAGAZINE OF THE NEW ECONOMY P 47 \ BUSINESSWORLD 10 FEBRUARY 2003 


| 





 elNFOCHIPS 


The Ahmedabad-based eInfochips banks on 
design verification services to achieve growth 





SHISHIR PRASAD 


shows the approximately one- 
inch-long gashes running across 
the fibrous furrows on the flexion 


regions of his fingers. Tsk, tsk. “Ac- | 


tually no. It has been worse. Last year, 
there were one-and-half-inch cuts all 
across," he says. 

Just as one wonders whether he has 


been taking the term ‘cutting-edge’ liter- | 
ally, he shrugs off the shroud of mystery. | 


Pratul Shroff, the CEO of the Ahmed- 
abad-based elnfochips, a chip design 
automation company, has been flying 
kites. Right here? In the office? “No. No. It 
is hardly fun in this part of the town,” he 
says, talking about new and the struc- 
tured part of Ahmedabad. “The build- 
ings are too far away to indulge in decent 
show of skills. The farther the kite is from 
you, the lesser your control. In the older 
city, the houses are closer, the density of 
kites in the sky is much higher, the com- 
petition more fierce. You always have a 
game on." 

Shroff’s approach to running his 
company is a bit different from his phi- 
losophy of aggressive kite 
flying. Far from the com- 
petitive jostle of Silicon Val- 











GO FORTH, 
VERIFY! 





fochips has grown at 12-14% for the last 


| two years while the semiconductor in- 
HE man holds his hands out and | 


dustry has declined over 11%. The com- 
pany employs 138 people and has cash 
reserves of $2.5 million. 

The most heartening thing is that 
eInfochips has focus: an attribute that 
start-ups need most but are forced to 
abandon in tough times. It has stead- 
fastly remained focussed on the task of 
verification of chip design done by other 
companies with very little emphasis on 
the actual design work itself. The ap- 
proach is surprising and paradoxically, 
understandable. 

Surprising because the design au- 
tomation and verification ($5 billion 
worldwide) is a much smaller market as 
compared with the design market ($12 
billion worldwide). The automation and 
verification market is also very difficult 
to break into because the top four firms 
— Cadence, Synopsys, Mentor and 
Avant! — have almost 7096 marketshare, 
which gives them considerable clout 
with the customers. 

So why is Shroff so keen to crunch 
knuckles with these bruisers in a blind 
alley? There are two reasons for that. 


SANJIT KUNDU 





GLOBAL DESIGN AUTOMATION GIANTS 





One, because he is more interested in 
being useful to design automation gi- 
ants rather get in their hair. And two, 
Shroff is a knuckle-duster himself. 

In 1981, Shroff was the 13th “lucky 
mascot" employee of Daisy System, a pi- 
oneer in the area of software tools to 
make integrated circuit design easier. 
"Before I joined Daisy, I was working at 
Intel on the 80186 microcontroller (a 
slightly less smart version of the micro- 
processor). And 80186 was the leading 
chip in its time. Then my boss at Intel left 
to join Daisy and he also pulled me in. 
And the first 20-30 people who joined 
Daisy were some of smartest guys you 
can ever hope to meet," says Shroff. 

The founder of Daisy System, Aryeh 
Finegold, is a serial entre- 
preneur who went on to 
found Mercury Interactive, 


ley, or the intellectual Company Revenues in $ million (2001 end) a Web management major, 
vigour of India's infotech Autodesk 915 = and then Orsus. Harvey 
capital Bangalore, Shroff —————————— ——— . Jones, another early bird at 
has located his company in Cadence as ———— 1,430 Daisy, went on to found 
Ahmedabad — a city which nuo NUMERI synopsys. And. Vinod 
is known for many things Mentor BENE —8— 600 Khosla, the chief financial 
but definitely not chip de- : officer of Daisy, founded 
sign. diode n E: 334 Sun Microsystems. Almost 

Before one quibbles Synopsys 680 all the top semiconductor 
with Shroff, it is useful to design tool companies can 
know that he has been able Avant! 440 tracetheir history to Daisy. 


about $3.2 million in rev- 


s 
to grow the company to € 
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enues in six years flat. eIn- € 


Total market size 


Source: Company reports 


$4.99 billion 


Impeccable, but there is 
only one problem: all this 
happened very long ago 


AAAL*ATTI MTD AT TLIC NDIA COANA «8 DITCINICCCIA/ZYDI TY 11 CC DDITA DV ANNA 








SS € — 





The biggest challenge before eilnfochips’ Shroff is manpower training 


and Shroff has had very few hits after 
that. He came back to Ahmedabad in 
1987 and started a company that made 
very good industrial control equipment 
but remained small. Shroff left in 1994 
and started another company in a simi- 
lar area but changed course in 1996. Too 
many course changes one would think. 
But Shroff shrugs it off. “You have to be 
opportunistic when you are small. You 
cannot be very strategic and think: this is 
all that I will do,” he says, But it was in 
1996 that he found purpose. 

“Iwas in the US when I met Raj Singh 
of Redwood Venture Partners. We talked 
shop and then he said that something 
strange was happening to semiconduc- 
tor design: it was moving from hardware 
to software. Instead of drawing the de- 
sign, you could now describe the design 
in a language called Verilog and it would 
generate a design. That was really the 
starting point for eInfochips," says 
Shroff. But why verification? Verification 
is boring. There is no original work. It is 
so unsexy. And it is tough: you have to 
deconstruct someone else's logic totally 
to expose hidden flaws. The most fa- 
mous verificationist was Karl Popper. 
Karl who? See, that's exactly the point. 
Jokes aside, why verification? “Good 
business sense. Today you spend $1.5 
million to design a chip and then take it 
to the fab (manufacturing facility) and 
make a mask (first process in chip mak- 
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ing), which costs about $350,000 to 
$500,000. If there are any faults, then you 
lose the half-a-million dollars that you 
spent on making the mask and precious 
time in fixing the bugs. I also believe that 
this is precisely the sort of work that is 
suitable to be outsourced to India.” 

Shroff is not the only one who thinks 
like that. Another start-up in the same 
space based in Bangalore says that it has 
been receiving larger assignments of 
verification work, which are expected to 
increase manifold over the next six 
months or so. 

Offering plain services will be a man- 
power-intensive job though. Shroff has 
realised that and has gone for an IP- 
based approach. So eInfochips sells al- 
gorithms that can truly test a chip for all 
eventualities. If the chip passes the test, 
then you knowit will not crash or behave 
erratically. An IP-based approach helps 
because the company develops once 
and sells to many clients. 

Also, timing the market is of utmost 
importance. "If you develop a verifica- 
tion IP for, say, DWDM-based (a tech- 
nology that increases the bandwidth of 
optical fibre) chips, but the market re- 
mains on SONET then you are in trou- 
ble. So you have to have a very keen mar- 
ket sense," says a semiconductor market 
analyst. 

Shroff has shown his market under- 
standing. eInfochips' verification IPs are 
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in the market for SONFT (a telecommu- 
nication standard) which grew by 3%, 
Gigabit Ethernet (a data communica- 
tion standard) which increased by 60% 
in 2002, fibre channel (networked stor- 
age standard) which expanded by 13% in 
2002 and it is working closely with Intel 
on the development of the PCI Express 
(a new standard for rapid ferrying of data 
into and out of PCs) standard. 

But is the position defensible? Not 
forlong. The price ofthe verification falls 
by almost 35-40% annually. And the 
other threat from established EDA tool 
companies is that they may include that 
IP as an add-on. “Till now, we have been 
able to estimate the market correctly so 
that should hold us in good stead. And if 
a big EDA tool manufacturer will want to 
include this IP and if we see potential in 
that, then we are open to a reselling 
agreement. This way we complement 
their efforts. Most of our clients believe 
that our IPs actually extend the power of 
the EDA tools,” says Shroff. 

But the biggest challenges are train- 
ing of manpower. Verification work 
needs experienced people. “We have 
been training people till now but are 
moving on to hiring experienced people 
from outside. Almost 30% of the people 
are not homegrown as of now. We have 
hired Jim Gill in the US to spearhead 
marketing,” says Sudhir Nair, vice-presi- 
dent (sales and marketing), eInfochips. 

But even now very few people in the 
second line of management after Shroff 
have had any major experience in other 
chip design companies in hoth technical 
and marketing functions. This can prove 
to be a handicap if it is not corrected 
quickly. But it is true that attracting bet- 
ter and more experienced talent to 
Ahmedabad can be a problem. So yes 
that question, "Why Ahmedabad?" 
Shroff thinks for while: "I wanted to 
show it could be done right here in Gu- 
jarat. So why not?" 

It is difficult to argue with that think- 
ing. And it is also tough to agree with it. 
Indeed, so why not Madagascar? tU 
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Development of digital readout 
systems for machine tools. 


Ten years ago, the World Bank seeded R&D 
projects in India. Today they are paying back 





P. HARI 
T’S tough to get funding for technol- | 
ogy development. Venture capitalists 
fund only new ventures. Banks and 
financial institutions have never 
"BM been interested in funding technol- 
ogy development. The Department of 
Science and Technology (DST) and the 


gan with an interest-free credit of $50 
million from the World Bank. ICICI was 
to use this credit (which had a small ser- 
vice charge) for funding R&D for the next 
30 years. SPREAD began in 1992, and 
picked up momentum by 1995. The loan 
could be written off if the project failed, 
but the failure rate so far has been only 
15%. Companies started repaying loans 
two years ago. ICICI has got over Rs 100 
crore in repayments and this will be used 
to fund a fresh round of programmes. 
The most famous example of 
SPREAD assisting a company is that of 
Shantha Biotechnics. This Hyderabad- 
based company, along with the Centre 
for Cellular and Molecular Biology in 
Hyderabad, got Rs 1.5 crore in 1995 for 
the development of Hepatitis B vaccine. 
As a start-up struggling to learn a diffi- 
cult technology, Shantha had few other 


. Department of Scientific and Industrial 
` Research run a few programmes. DST's 
"Technology Development Board funds 
large technology development pro- 
grammes, but mainly for commerciali- 
sation. How do you get money for R&D? 
F For 10 years, along with the Technol- 
ogy Institutions (TI) programme, ICICTs 
Sponsored Research and Development 
(SPREAD) programme has helped firms 
do R&D and develop new technologies. 
The SPREAD and TI programmes be- 
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funding options. This funding helped 
India break into what was till then a to- 
tally-alien technology. 


Similarly, in 1995, four engineers 
from the Indian Institute of Technology 
(IIT)-Delhi, decided to set up Parsec 
Technologies in Gurgaon to develop 
software for computer telephony and 
call centres. There was no venture capi- 
tal in India at that time, and no funding 
mechanisms for R&D. Prabhat Agarwal, 
managing director, Parsec, says: "Every- 
one wanted to know how much money 
we were putting in." ICICI funded Rs 27 
lakh for the development ofa voice-pro- 
cessing software product. Parsec has 
earned Rs 2 crore from the product so 
far and has repaid the loan. — 

SPREAD has funded 100 companies _ 
so far, 90% of them in the small-scale — 
sector. About 80% of these had no previ- - 
ous formal R&D culture and 60% had no ~ 
interaction with technology institutions 
or public sector R&D labs. SPREAD in- 
sisted on a collaboration through ICICI's 
TI programme. In 1984, Krishimitra Bio- 
products, a Pune-based company, pio- 
neered the idea of liquid biofertilisers in 
India. It needed money to standardise 
the technology. In 1993, SPREAD gave it 
Rs 12.5lakh, 20% of which was to be used 
as fees for the Indian Drug Research As- 
sociation, the partner for the project. Kr- 
ishimitra became the leader in biofer- 
tilisers in India, with an export turnover 
of $1.75 million. Says R. Kanitkar, man- .. 
aging director, Krishimitra: "The loan - 
helped us get a good export market for 
biofertilisers and biopesticides." 

The loan has some unusual features. 
Repayment starts after technology de- 
velopment. It carries an interest of 6% till 
commercialisation. ICICI checked many 
things before giving the loan: the pro- 
moters' background, the commercial vi- 
ability of the technology, the infrastruc- 
ture of the laboratory partner and so on. 
ICICI Bank's technology group has a 
team of specialists to do such research. 

Says A.T. Kusre, head of ICICI Bank's 
technology group: “We may write off 
15% of the loans. But the repayments are 
good enough for the project to go on.” 

SPREAD is looking at funding big 
programmes. The Central Power Rese- 
arch Institute, Bangalore, is developing 
high-voltage testing facilities for trans- 


‘formers and other equipment. Bharat 


Biotech in Hyderabad is developing a 
Hepatitis A vaccine with the help of the 
National Institute of Virology, Pune. 
ICICI will provide about Rs 120 crore for 
initial R&D in companies and technol- 
ogy institutions. Enough to produce 
many cutting-edge technologies. 
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STEEL 


RADHIKA DHAWAN 


N 20 January 2003, three of the 
country’s steel monarchs trooped 
into IDBI Towers in Mumbai to 
discuss a financial restructuring 
package that might just save their 
companies. At the meeting PK. Mittal of 
the Rs 2,300-crore Ispat Industries, Pra- 


shant Ruia of the Rs 2,100-crore Essar | 


Steel and Sajjan Jindal of the Rs 1,051- 
crore Jindal Iron & Steel Company (Jisco) 
agreed to a deal that would recast their 
corporate debt, a mammoth Rs 20,500 
crore, and put in place a stiff framework 
for monitoring company performance. 
Over a 100 lenders have agreed to 


this recast. ICICI Bank executive director | 


S. Mukherji says: “This deal is going to be 
a benchmark for future restructuring. It’s 
the largest one of its kind.” The negotia- 
tions were done by a core team formed 
within the Corporate Debt Restructur- 
ing (CDR), which was set up by the Re- 
serve Bank of India last year with senior 
executives of the financial sector to re- 
structure companies. Sources in finan- 


















IDBI Bank’s Mukherji is very clear that 
the troubled firms will not be allowed 
to expand further 


cial circles say that ICICI and State Bank 


of India were the key players in pushing 


through this recast. 

It wasn't easy. The steel sector has 
earned notoriety for its non-performing 
assets, and efforts by the Indian financial 


institutions (FIs) over the last two years | 


to recover these have led nowhere. But a 
few recent events have changed things. 
One was the Securitisation Act that 
helped FIs haul up defaulting promot- 
ers. Second, the industry has got back on 
the revival path since last year. After hit- 
ting a 20-year low in January 2002, prices 
of hot-rolled coils (HRC) went up from 
$190 in March 2002 to about $320 in Jan- 
uary 2003. Says Mukherji: "Since the 
market was on an upswing, the promot- 
ers wanted to get on with business and 
remove the tag of being defaulters.” 

Of course, for Ispat Industries, the 


Tata Steel threat must have been a huge | 


factor in agreeing to the recast. IDBI, the 
lead institution in this case, had con- 
tacted Tata Steel about 10 months ago 
for a deal to buy out Ispat Industries (See 
‘Back To The Core’, BW, 25 November 
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Equity write-down 


Convert 40% of balance 

rupee debt into forex 

loans at 8%; 60% into 
rupee loans at 14% 


2002) but talks were stuttering on the is- 
sue of price and the extent of conces- 
sions the FIs were willing to make. Faced 
with the possibility of losing managerial 
control of his firm, Mittal was in a coop- 
erative mood. Interestingly, Mittal was 
the first promoter to agree to the condi- 
tions of the debt recast. Jindal was next 
and finally, Ruia was worn down. 
Sources who attended the CDR say that 
the FIs tackled the easiest promoter first, 
before proceeding on to the other two. 
The recast is a watershed in Indian 
restructuring history — first, because of 
its sheer size and, second, because it's 
more than just a debt recast. Never be- 
fore have FIs managed to impose so 
many control mechanisms on errant 
promoters. The core team at the CDR 
that did the restructuring had one basic 
proposition — apply the same princi- 
ples for all the three firms — although 
the individual numbers would differ. 
Although all three have agreed to the 
recast, Essar Steel has openly criticised 
the package. Essar's biggest grouse is 
that while the companies have written 
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down their equity by 40%, the FIs have 
taken a haircut of barely Rs 60 crore. This 
is not a direct write-down of equity but 
the shares have been converted into 
0.01% preference shares with no voting 
rights. Second, the rupee interest rates 
have been cut by just 2% to 14%. The 
second grouse is that the lenders are 
charging 8% for the forex loans when 
funds are available at spreads of 200-300 
points above Libor, i.e., 3-4%. 

The FIs’ point is that this has been 
offset by a number of other measures 
that ultimately reduce the debt burden. 


Forinstance, aconversion ofa partofthe | 


debt into equity and conversion of 4096 
ofthe remaining rupee debt into foreign 
loans at 8%. Since all companies are fol- 
lowing an export-led strategy to growth, 
this should provide a natural dollar-ru- 
pee hedge. Also, there is no pre-payment 
penalty, so the amounts can be refi- 
nanced at any time. Due to these mea- 
sures, Ispat Industries (including Ispat 
Metallics) claims its total debt is down by 
Rs 1,000 crore to Rs 7,000 crore. The im- 
pact of the package on the other two 
firms is not clear. (BW got no response 
from Essar Steel or Jisco on the debt re- 
duction exercise.) 

However, the most interesting parts 
of the package are the control mecha- 
nisms imposed. For each company there 
is a conversion of some debt into equity, 
which will then belong to the FIs and 


banks. This equity stake is equal to what | 


the promoters hold. This will impact the 
firms in two ways. One, it lowers the 
overall debt. More importantly, the fi- 
nancial system now owns a 60% stake 


(this is inclusive of the stake FIs already | 


hold in the company) in the three com- 
panies. So if the companies don't per- 
form or default on any further interest 
payments, then the management can be 
changed at any time. The promoters 
wanted a grace period for this clause to 
be put into effect but the CDR insisted 
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on this right from Day 
One. This itself acts as a 
huge disincentive for 
any mismanagement. 
For the first time, 
there is a trust and reten- 
tion account set-up 
where the entire revenue 
ofthe firm comes in. The 
funds outflow from this 
account is to be in a pre- 
approved waterfall fash- 
ion. Supplies for running 
the business, like raw 


materials, power and maintenance, get 


preference for payment. Next will be in- 
terest payments and working capital. 
The entire waterfall has been drawn up 
upfront and managements can't tinker 
with it. No further expansions or capital 
expenditure will be allowed. Says Muk- 
herji: "We can't stress enough that there 
will be no further capex by these firms. 
We are clear that they have to get their 
business in shape first." But the most bit- 
ter pill to swallow for the companies is 
the unconditional personal guarantees 
that the sponsors have had to give. 


Mukherji's no-expansion warning is | 


keeping in mind the apparent steel re- 
vival. Backed largely by the insatiable 
appetite of the Chinese for steel, prices 
are up (See ‘Steel Prices Going Up...’) and 


export markets are booming. Also, India | 


was exempted from the US govern- 
ment's anti-dumping duty thanks to its 
developing nation status and the fact 
that its exports to the US were not over 
3% of its total imports. Tata Steel’s ex- 


ports are up by 94% in the first half of this | 


year compared to the previous year. Is- 
pat Industries aims to export $300 mil- 
lion of steel next year compared to $200 
million at the end of this financial year. 
The domestic market has also been 
picking up due to increased construc- 
tion activity and producers have been 





raising prices. The steel sector actually | 


Essar's Ruia: Although he has agreed to it, the 
company is critical of the restructuring package 





outperformed the BSE index last year 
and steel scrips are up. FI sources claim 
that manufacturers are getting buoyant 
at the thought of capacity expansions. 

If prices hold, this could be just the 
beginning of a new dawn for the indus- 
try. If they don't and crash to January 
2002 levels, then this package may not 
be enough to sustain profitability levels 
and the companies will once again be 
struggling to meet interest payments. 
Mukherji says that there is already a 
buffer worked out in the package and 
HRC prices have been calculated at 
Rs 15,500 per tonne, when the actual 
price is over Rs 17,000 per tonne. Argues 
Ashutosh Satsangi, steel analyst, Cris 
Infac: "No one thought the prices would 
go down to the levels they did. There are 
no guarantees." 

Most people are watching the cur- 
rent turn of events with a healthy — and 
entirely justified — degree of scepticism. 
Over the past 10 years, FIs have thrown 
good money after bad whenever pro- 
moters came whining to them. The so- 
called tough conditions never were 
tough enough. Even a proposal to merge 
the steel plants, a trend followed world- 
wide, didn't get off the table simply be- 
cause promoters couldn't fathom losing 
control of their firms. So far, the FIs 
havent been gutsy enough. Will it be dif- 
ferent this time round? 3 
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THINK DIVIDENDS 


Hit by the interest rate squeeze? Time to get yourself a pack of 
dogs (er..., dog stocks, we mean)... Here's why? 
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VIKAS DHOOT 


NY stockmarket veteran will tell 
you as you are about to enter Dalal 
Street that you need to arm your- 
self. For ‘it’s a jungle out there’ — 
what with the bulls and bears run- 
ning loose, not to mention the paper 
tigers and sleeping elephants. The ani- 
mal world does dominate stock talk — 
but what are all these dogs doing on this 
page? Be a little patient. 

First, reflect on the avenues where 
you can put your savings today. Interest 
rates are down to historic lows, so bank 
deposits and fixed-income instruments 
don't look attractive. Equities are yet to 





will be an icing on the cake 
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recover from the dotcom meltdown | 


three years back. Now, the fear ofa war in 
Iraq has kept markets gloomy. The gov- 
ernment's small saving schemes don't 


offer you liquidity and considering its | 


fiscal health, your capital may not even 
be safe. But why are we reminding you 





these painful truths? Don't despair. Help | 


is at hand, or shall we say, on a leash. 


In the days before wildlife conserva- | 


tion became an issue, going on a hunt 


A DOGGED 
PURSUIT 
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December 2002 


without a pack of dogs would have been 
unthinkable. Unclaimed baggage under 
your seat? Sniffer dogs will smell out 
trouble. Having a dog by your side is an 
unquestionable advantage. 

And that is true in the stockmarkets, 
too, where canines having the same 
qualities as their living and breathing 
counterparts abound. But who are these 
dogs? And how can they help you? Let's 
start from the beginning. 


THE LITTER 


Dogs stocks are out-of- 
favour stocks of firms 
showing stable rather 
than scorching growth 
and high dividend yields. Just as dogs 
enjoy, well, a dogs life, these companies 
are profitable, but unsexy. For example, 
shipping and paper companies. 

The doggie-style investing strategy 
requires you to identify the Top 10 divi- 
dend yielding stocks in an index and 
buying all of them in equal proportion. A 


| year later, you need to readjust your 


portfolio by selling off the dogs with 
lower yields and replacing them with the 
latest top dogs. The idea is that these div- 
idend yields on their own will give you 
enough ofan annual income stream and 
any capital appreciation (rise in stock 
price) that may happen is a bonus. Thus 


Mans best friend 
comes to the rescue 
yet again. See how 
canine companions 
can lift spirits in a 
eloomy stockmarket 
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tumultuous changes taking place | biotechnology sector has a market as a software hub, we expect 

in the Indian business | capitalization of around $ 60 billion and | manufacturing and other industries to 
environment. Globalization and | the market in India is estimated to | set up R& D bases here. The fair will 
liberalization have ushered in | touch $2.5 billion in 2002. highlight opportunities in 
competition. In order to survive, it has | Another first time event is " R&D here." 
become imperative to keep abreast with | Aqua India 2003 which But is there need to have 
the latest trends. And this is where 
trade fairs play an important role. 


CII's International 
Engineering and 
Technology Fair (IETF), 


which is Asia's largest all industry fair, | changing to keep up with 
has always been a looked forward to the times. The initial years 
event by Indian industry. And the 15th | were spent in brand Secondly they need to 
edition of the fair which kicks off at the | building. Then when Subodh Morgan network with other sectors 

À : i Cll's trade fair wing chairman 
Pragati Maidan in New Delhi on 5 | globalization was the closely and develop inter- 
sectoral linkages. For instance, Refricon 
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focuses on rural, urban 
and industrial water 
management. 

As Bhargava explains, 
the IETF’s vision has been 


so many specialized fairs 
ME. within IETF? Bhargava lists 
the advantages. As he 
points out, we need 
specialized fairs because it 
may be difficult for these 
little fairs to stand alone. 


T: past few decades have seen | According to analysts, the | Bhargava: “Just as India has emerged 


February, inaugurated by | trend of the day, the fair moved on to a 
will go very well with Infrastructure 


disinvestment minister Arun Shourie | concept of partner country. Then came 
promises a lot of excitement. As CII's | sectoral fairs so that people in specific | and so on. 
sectors could focus their energies in one According to Piyush Bahl, head CII 


trade fairs wing chairman, Subodh 
Bhargava, says, “This fair gives a | direction and yet harness the power of | international, a special event at TIIS will 


picture of what's current and relevant | inter-sectoral synergies. And now, this 
and focusses on what will be of true | year, the fair has a sub fair on 
value to Indian business.” | infrastructure, which is the need of the 


be the gala infrastructure awards 
evening. CII has decided to recognize 
the rich contributions in this sector. So, 





IETF 2003 gives industry a picture 
IETF 2003| of what is current, relevant and 


ISth International Engineering 
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China is the partner country at IETF | hour in India. "Indian economy | a special jury headed by HDFC's 
2003 which will see 23 countries | requires infrastructure investments, | Deepak Parekh and comprising of 
participating. Says Bhargava: "The | policies, procedures and so we are | ICICI chairman Narayan Vaghul and 
whole myth of India versus China has | focusing on this," he explains. Central Vigilance Commissioner N. 
to be put aside and it's time to draw on | So, the India Infrastructure Show | Vittal decided on the awards in three 
each other's strengths." Over a 100 | (TIIS) which runs concurrently with | categories 1) Organisations 2) 
Chinese firms will exhibit at IETF 2003 | IETF 2003 will highlight cross sector | Individuals 3) Products. 


covering a variety of sectors including | opportunities across airports, ports, The infrastructure show will also see 
| 
| 


Chemicals, Pharmaceuticals, Air | roads, power, railways, telecom and IT, | a debate on “The Government has to be 
urban infrastructure and housing, rural | in infrastructure” chaired by N.K. 
infrastructure, construction and water. | Singh. Another attraction is a quiz 
It will create platforms for exchange of | programme conducted by master 
ideas. quizzer Siddharth Basu, regional 
With India emerging as a major R& | rounds for which have already been 
D destination for MNCs, IETF 2003 will | held. 
also have a special fair devoted to this. | And, as always, the fair closes with 
Technovation 2003 will show | awards given out to the best 
case technological developments, | participants and the best displays. m 
innovations and process novelties on 
the verge of commercialisation. Says 


Conditioning, Textile and Fabric, Plant 
& Machinery, etc. 

Like in the past few editions, IETF 
2003 will also see a host of sectoral fairs 
such as Enterprise 2003, Refricon 2003, 
Part Mart & Auto Care 2003 and Weld 
India International 2003. But making a 
debut this time is the sectoral fair on 
Biotechnology, Biotech India 2003, 
perhaps the first time that a major fair 
will focus on this sunrise sector. 


| 
| 
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INVESTING 


the total earnings for you will be the div- 
idend yield plus the rise in the stock 
price from the time you buy it. 

In 1991, investment writer Michael 
O’Higgins, who coined the term ‘dogs’, 
showed that over a 17-year period, from 
1973 to 1989, the dogs strategy averaged 
a return of 17.9% annually, compared to 
11.1% for the Dow. Look at ‘Every Dog 


Has Its Year’ and you will notice how this | 


strategy has clocked in unbelievable re- 
turns over the last decade. 

What's the big deal, you might say? 
Our parents always invested in stocks 
with stable growth rates and yield regu- 
lar dividends, be it Colgate-Palmolive or 
Procter & Gamble. The big deal is that 
we haven't inherited their wisdom. Not 
all stocks pay dividends. If divi- 
dends are what you want, and 
New Economy stocks are what 
you buy, you have been barking 
up the wrong tree. Most of 
them being in their growth 
phase plough back their 
earnings into the business. 


Investing in stocks without 
dividends exposes you to $ 
capital losses just as it gives you an % 
opportunity to gain spectacularly. 3 
x 
SELECTING THE BREED 2 
a 
Buying dog stocks may 3 
be a good idea. But any e 
mongrel wont do. First 3 
of all, let's define dog- ~” 7 : 


gishness (dividend yield) clearly. 
When a company announces a div- 
idend of 5096, it does not mean the 
dividend yield on that stock is 50%. 
Ifthe face value ofthe stock is Rs 10, 
a 5096 dividend declaration means 
the firm is paying Rs 5 per share. 
Your dividend yield on that stock is 
the dividend per share divided by the 
price of the stock when you buy it. So, if 
your purchase price or the current stock 
price is Rs 100, then your dividend yield 
is 5%, not 50%. 

Secondly, look for a pattern of rising 
dividend yields over the years as it indi- 
cates that the company has managed to 
perform in good times and bad. But 
faced with a sudden crisis, if a company 
cuts dividends, it does not necessarily 
mean it's time to exit. It may be a positive 
step as the firm may be holding the cash 
back to tide over difficult times, rather 
than dipping into reserves and main- 
taining payouts to keep up a facade. 

You also need to mind the payout ra- 
tio — this is the dividend per share di- 
vided by earnings per share. It shows 
how much of the company’s earnings is 
being paid out to investors. A payout ra- 
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nounce its first ever divi- 





tio of more than 50% is not good as it in- 
dicates the firm is not creating enough 
cushion for future contingencies. 


DOWN, BOY! 
Dividend paying firms 
usually signify a disci- 
plined management 
team. Growth-focussed firms leverage 
too much or take excessive risk, fritter 
away precious earnings on an acquisi- 







| tion spree, borrow too much, and so on. 
With the Enron debacle still fresh in their — 


minds, investors have become suspi- 
cious of earnings guidances, manage- 
ment statements 
and reported 
profits. It's bet- 




















yield 
portfolio) 


1992-93 1994-95 





1993-94 


than a skeleton in the closet... which 
brings us to... 


...1 WANNA BE A PUPPY, TOO 
Microsoft has said it will an- 





dend this March. Belea- 
guered tech companies with 
downtrodden stock prices are slowly re- 
alising they need more than quarterly 
topline and bottomline growth rates 
(which are, in any case, becoming ex- 
tinct) to attract the wary investor. A 
quarterly dividend may be just the trick. 
Indian IT firms will be watching closely, 
we are sure. 


BUY THE DOGHOUSE 


The original dog strategy 
requires you to just switch 
off your mind and blindly 








ter to have a | 
bone in hand | steady flow of dividend 


Every Dog Has 
Its Year 


1995-96 1996-97 1997-98 1998-99 1999-00 


. THROWING A BONE 








invest in the top 10 dogs. Birla Sun Life 
Asset Management Company (AMC) 


| has just launched a scheme which will 


allow you to do just that with the dogs of 
the Indian market. With a minimum in- 
vestment of just Rs 5,000, you can buy 
the Indian topdogs. Professional man- 
agers will take care to preserve your cap- 
ital and cash in on any sharp rise in 
prices. They will also screen out any low 
quality stocks that may creep into the 
high-dividend-yield list. Birla Sun Life's 
initial issue closes on 7 February 2003. 
Raghvendra Nath, Birla Sun Life 
AMC’s head of strategy, reckons that 
“with the Sensex yield at its highest in 13 
years and bond yields lower than the eq- 
uity yield, it’s a good time to utilise the 
dogs of the market strategy to ensure a 







The 
underdogs 


(low dividend 
yield portfolio) 





2000-01 
2001-02 


income, with the possibility of growth.” 


Almost on cue, as the US 
Senate is debating the new 
fiscal package proposed by 
American president George Bush, which 
includes slashing the dividend tax, the 
Indian government is also certain to 
throw out the dividend tax in this Bud- 
get. From the controversial Kelkar com- 
mittee report on tax reforms in the coun- 
try, abolishing the dividend tax is the 
only one the Rajnath Singh Committee, 
instituted by the BJP, has accepted. Add 
to that, the proposed cut in tax on long- 
term capital appreciation, and your 
tongue should start hanging out like a 
rabid canine. 

What are you still reading this for? 
Go, fetch! = 
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AMITY 


MARSA NP wet KR ECLA uA SC AR pe a A A itn 


Which busin iness s personality. is s the managi ing edi Itor of Gladrags? 
(a) Maureen Wadia .. (b) Mini Chawla (c) Vinita Jain (d) Parmeshwar Godrej 


| 2. Which company did Tom Siebel quit to set up Siebel Systems? 
| (a) IBM ©) oe Associates (c) Oracle (d) Apple 


Who hus ila over as CUN ae: of | indian Sohon of Busi — 
(a) Vijay re Prannath Sinha (c) Sumantra Ghoshal (d) Dipak Jain 


: . Which watch conipany o. owns s tha Cognoscent! range of watches? 
(a) Titan ld Swatch (c) Timex (d) bid 


The Malhotra Commi HN Was as eppotnted by the finance min ster i in 11993 to suggest reforms r 
which sector? 


m " : @ B sanking b Small nre (c) Insurance (di Tel ecommunicati 


1 Amit Judge of the Funes Morrison Groupi is ithe proitigtar of which ebttae chain inin n India? 
= (a) Starbucks ©) Qui S (c) ) Movenpick i Barista 


Who is is the founder of Wir ire and Plast lc Products (WPP), which is one iof the largest ad 3 
conglomerates in the world today? 


g Matin Sorrell | bie: Leo Kirch e Bernie Ecclestone ^ (d) Hans Wilsdort 


Prats 


E L^ Which c company owns the Ariárón brand of áutemativa batteries? m 
[ 2 id Exide | is Hindustan Motors X (oO nal Tum (d) Amara Raja Batter i B 


ji Which eines hacen ee ed paleasta io prison? 
ae * id Viadmir Levin m Mark Abene (c) Tsutoma Shimomura i Kevin Mitnick 


| vo ‘Who unt the follo lowing Yd media iar chee ison nina "e of Bakar 
| (a) Prabhu Chawla (b) TN. Ninan (c) Tariq Ansari (d) Shekhar Gupta 


swers on the website www amity edu ‘bq will get a cash prize of Rs. 1 








Subscribe to Businessworld at www.firstandseco : ji 


and pick a free gift* of your choice from a stag 
collection of 1 million books and 3 lakh music en 















 WHAT'SSTOPPING YOU? - 


Answers to AMITY BIZQUIZ # 73 


` inOctober 1995, Hathway Investments entered the print media by launching which weekly news magazine? Outlook . 
. Memphis was the project code name for the development of: Windows 98 
. in which city is the Mudra Institute for Communication located? Ahmedabad 
|. 4. Which was the first airline to have the 'business class' category? British Airways 
5. Which advertising agency is behind Coca-Cola's 'tashan ad featuring Aamir Khan? McGann Erickson 
ds among the following recently resigned from the New York Stock Exchange following an Insider-trading controversy? Martha 
Stewart 
- 1, Which colloguial term denotes a short-lived strengthening in prices of a junk share after It has hit bottom? Dead cat bounce 
:-8. Which express delivery company uses the advertising tagline, ‘The Pulse Of Business’? DHL 
8g. d Mis "i following belongs to the first batch of management graduates of the Indian Institute of Management-Ahmedabad? 
Co EA; PTRA 
B 1 10. Author Vikram Seth was not discovered by the Americans. He was first published in 1881 by P. Lal, who runs: Writers Workshop 


| Winners of AMITY BIZQUIZ # 72 


4 Sanjay Limaye, Pune 2. Vishal, Indore 5. M.D. Fosl, Ahmadabad 4. Sonla, Delhi 5. Amit Thaker, Varanasi 6. Alok Tak, Udaipur 1. Murali 
Ganesan, Chennai 8. Shaan Raza, Lucknow 9. Sandeep Goyal, Chandigarh 10. Shekhar lyer, Delhi 





Start with Rs.1000 from us. 


www.firstandsecond.com = 


i on to Firstandsecond.com for one of the largest collection of books india's biggest book stop — WE 
wi iidr , i t M-34 Outer Circle, Connaught Place, New Delhi. —— 
he world. Lucky 10 winners of the Bizquiz, get an accelerated delivery 414/23, Sector Road, DLE Phase | Gurgaon 


voucher worth Rs. 1000. i" | ; Cecil i27 0:122, 848 Sectors Nolda; o oi 


"Entry Form (Amity BIZQUIZ $76) — 
NAMS 0 oss S ru eer re es 
 Designation/Occupation: — 








EDEN Address" oops o o oo od DC dau. Ping ee : 
Ry REM email: -— i 


Telephone: (O) NEMO RES ARP TEMG o S r ES 4 
Do You Subscribe to: Businessworid L] Business Today [| Business india L] india Today [ ] Outlook L] The Week]. 
| | ! .— Please send me more information on Amity =- 


artes ein ere Set oliin ae aru te Rh nuo roov arie tonii tte uat etd eroe yAn hasaa saani 





aaaea esaet eter aai eS SANE eiat ritate aaraa mmi PEIEE EIEE I DERE ETS MERE aa 


^. Answers (Tick one) 














l 2. 3. 4. 2. ő. : T: 8. P 9. 40. i utm voor anpwers anina at UNT 
(e. (UO. (D. (eo. (eb du: (ULI- (mii (ei) (mil |o wwewamiyedu/bg E 
J (D (D bo eo o Wr HO HO OO BO QURE 1. 
fe oo (Qt) (dr jo @OOe-@WO Wh fL (c) CI akc House, E-27, Defence Colony — 
(du n (do («o do (du iu i00 tL (dD |. 


aes Arte E pri ina orienta ne PARAMS APMED M ri MER vs omni tertie ALEASA Acta LUE) aaa uper toa vt yep ada arm ortho Phe RENARD PAPEL iu tute FAI maet ES eH Ia re Rim ti da dt 


C OM This contest i aper to all indion citizens except employees (and their relatives} of Amity REEF and ABP Put Lid, B Businessworld will not be responsible for ony postal delays losses in transi, or mutilation D 


c0 abentry fons. All entries will be treated os the property of Businessworld 18 Businesswor d reserves the right to terminole or extend the contest at any time, orfo accept or reject entries at its absolute discretion © 
“without assigning ony reason for the same. BE Gilt wil be sent to the winners, who wili be individually intimated, through registered post/tourior/emoll B The jurisdiction regarding this contest will rest. 












































Career information that makes sense. 





In association with: b 





Career Focus 


Surfer Speak —— — ————— — — —4 Jobs of the 


The best career opportunities are offered by... 








1 








42% ME Mumbai 
a Bangalore 
21% Delhi 
14% Chennai 


Cast your vote: Log on to www.jobsahead.com/jobworld.htm! 


City Watch 





Job Market in Mumbai and Delhi 





j 

Finance | 

| 

| Customer Care | 

| ü iBDehi | | 
| Runs | - 
| $5 Mumbai | 

Marketing i" | | 

| 

; 

; Sales | 

| 0% 10% 20% 30% 40% | 

| | 

i 
Paoay eee S | 


















Apply at: http://www jobsahead.com/jobworkd. 





Find your HR Job: Log on to www jobsahead.com/jobworld.html 





Resume Blaster Discount Coupon 
Send your Resume to 1000 Placement Consulta 


Ld 


Yes, | Mr/Ms . | 
along with a Cheque / DD payable in New 


: F fi Z" ^ of tr į 
' 0 Consultants 


! EFFECTIVE: | 
AFFORDABLE: | 


___ would like to subscribe to the Resume Blaster Service. | am enclosing my resume 


Delhi in favour of Webneuron Services Ltd for Re-H299/- Rs. 990/- 


Mail your Resume and the Discount Coupon to: 





















dem interest i in macroeconomics, P p 
io are up to date with current events and is 
sepu be P good: at analy iag events ee ue 
















ls id up: to two o years of writing experience woul 
standing young men and women just out of f colle 
[ business Journalism may also apply. - 





enka 600-word article/comment on any topic i 1a 
ur detailed resume. | (Umm 






t b-editors/ senior sub-editors: v Wee are elo 
dit/rewrite business copies crisply. They will be expect d 

e stories filed by reporters. They should be able to prodt 
pressure and tight deadlines, Apart from having an 
sh, ate are Jaen to weld abreast of all econom 





ndi one t to two years of writing experience would 
ing men and women just out of college maya also pp 
a copy: test at the Businessworld office. puce 













Copy editor: w We are b iod for a senior ka 
can: create a rewrite desk, which will function alongsidi 
his isa post for senior editor level journalists. eR 





ase email your application, complete i in al respects, 


pplications@bworldmail.com. E 
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» . Project 
. technology (VB/COM/DCOM). 
| Project Managers with knowledge in Mainframe - COBOL, 


MVS, XPEDITOR, DB2, CICS, JCL, PL1, VSAM, IMS, 
DB/DC, COOLGEN. 





ij adus It's what most IT companies don't offer you. 
~ Inthe light of the example that we have set, that's a pity. 


By focussing on IT solutions for the BESI sector, 


we have grown at an astonishing rate even in tough times, 


Citibank, Commerzbank, Royal. & SunAlliance... 
our clients come to us because we are specialists, 


We are the sixth biggest IT wealth creator in India, 
the fastest growing company, one of the top 100 Indian 


- companies in market capitalisation, 


| - We are also the first company in the world to achieve CMMi 
ur Level. 5. Which means thar our systems and processes set 





| dards for the rest of the world, So do our people. 


now looking for: 








Managers with extensive experience in Microsoft 


Project Managers with knowledge in Internet. Technology 


- Qava/Websphere/MQ series) and technical skills in Internet 


Technology, middleware and databases, Java, JSP; Servlets, 


a. EJB and weblogic. 


POLA 


power of precision 





Onsite Project Coordinators with excellent spoken and written 
Japanese language skills (with special emphasis of business 
communication) and strong technical skill sin Java and c deb, 





QA Process Consultant with at least 3 to 3 years jn 
quality/process management in a software on janisatio: 







AVP - Quality with over 12 years ee i 
software company. a 2 22 
Relationship Manager with experience. in handli ling " veriés | 
and client relationships. 

Business Analysts with subject matter expertise in insurance 
(life and non-life), banking (consumer banking, i investment 
banking, corporate banking). 


Data Warehouse experts with knowledge in Oracle applications, 
micro strategy, informatica, OLAP and business warehouse. 
You will work for some of the world's largest financial 
corporations, with cutting edge technologies. 

Thanks to our emphasis on career planning, we were voted - 
one among India's 25 best employers, 

If you've got 20/20 vision when it comes to your career, 
mail your resume to Polaris Software Lab Limited, "Foundation", | 
34, IT Highway, Chennai - 603103. e mail: hrhq@polaris.co.in 
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REVIEWS 


B OO K 
I, CYBORG 
By Kevin Warwick 
Century 


Pages: 312; special price: £10.25 


HE opening is 
T disarm- 

ing. "This book 
is all about me,” 
begins Kevin 
Warwick, the pro- 
fessor who consid- 
ers himself part- 
man, part-mach- 
ine. If there are people who have not 
heard of this man despite the best 
efforts of his PR machinery and his 
well-publicised experiments, 
Warwick is the professor of cybernet- 
ics who has been promoting himself 
and his experiments on upgrading 
the human body with unabashed 
enthusiasm. Although it’s meant to 
be a “very personal account of what 
it felt like to be a cyborg” — that's 
when he had a surgically-implanted 
silicon-chip transponder in his left 
arm for three months — and 
advances in cybernetics, the book 
has more Warwick than one bargains 
for. But it turns out to be revealing in 
other ways since the cyborg experi- 
ment is only too well documented. 
What emerges is the triumph of a 
lower middle-class upbringing in a 
class-conscious Britain that still sets 
store by the right accent and the 
right background. Warwick has nei- 
ther, but he definitely has something 
better: extraordinary confidence in 
himself and it takes him where he 
wants — Reading University's cyber- 
netics laboratory. kal 








YOGA FOR PEOPLE WHO CAN'T BE 
BOTHERED TO DO IT 


By Geoff Dyer 
Knopf Publishing Group 
Pages: 272; price: $22 








== The New Is Passe, 


PROSENJIT DATTA 


case you have not noticed, it 
hasn't been working for quite 
some time now. That's a point 
that quite a few marketing gu- 





rus — from Regis McKenna to Mark Earls | 


— have tried to make time and again. 
Author Elliot Ettenberg, however, makes 
it more forcefully — and provides a 
wealth of detail in support of 

this thesis. 








Ettenberg con- set 
ready moved Gr ud 
fom the Old |b.— LEE S 
Economy to the "Ww 
New Economy TA 
and are now shift- | 
ing to what he 


dubs the Next 
Economy. The de- 
terminants of 
each of these eras 
were vastly differ- 
ent, and that's why 
traditional marketing, which was 

developed for the Old Economy world, 


eA You KNOW i 


Paine YOUR 
a " P 
MILL M 


simply stopped working for the New | 


Economy. 
The Old Economy was based on 


products and services, and success was | 


measured by marketshare. Therefore, 
scale and efficiency were of paramount 
importance in the Old Economy. The 
New Economy, on the other hand, was 
based on information, and success was 
measured by parameters like time-to- 


Response Books 


ARKETING is not working. In | 


DERIVATIVES SIMPLIFIED 
By P. Vijaya Bhaskar and B. Mahapatra 


Pages: 202; price: Rs 230 











market and site visitation. The focus of 
businesses was thus on evolving tech- 
nology. Ettenberg appears to define the 
New Economy rather narrowly to mean 
that short era when over-hyped Inter- 
net-only businesses tried out weird mar- 
keting philosophies. 

The Next Economy, Ettenberg says, 
will also be knowledge-based, but suc- 
cess will be measured by profits and 
share of wallet. It will also be far more 

customer-centric than the Old 

and the New Economy eras 
when the customer will 
finally be in a position 

to call the shots. And 

a marketer can ex- 





THE NEXT 
ECONOMY 


Will You Know pect to succeed 
Where Your only if he has fig- 
Customers Are? ured out a way of 
By Elliott developing a pay- 


Ettenberg ing relationship 
Tata McGraw-Hill With the customer. 


Pages: 215; Before we move 

price: Rs 275 fully into the Next 

Economy (sometime in 

2006 by Ettenberg's reckon- 

ing) though we will pass through 

confusing times because many of the 

rules evolved for the New Economy will 

have stopped working. Companies 

would, therefore, take a while to navi- 
gate the Next Economy. 

But why has traditional marketing 
reached a dead end? And why have the 
Four Ps of marketing that defined con- 
ventional strategies lost their power to 
grab marketshare? It's necessary to un- 

| derstand this if companies are to crest 











of books that try to dumb down deriva- 

tives? Their recent introduction in India 
definitely has something to do with it. But the bigger reason is 
that derivatives are complex financial animals whose DNA is 
tough to decode. So writers continue to churn out books with 
| one theme: simplifying derivatives. This book makes a pass- 
able attempt at deconstructing both OTC and exchange- 
traded derivatives. It has a fluid structure that segues from the 
simple to the complicated. But perhaps the authors should 
have dealt thoroughly with only one class of derivatives. — Wl 


Fes wonder why there is a sudden spate 


derlust, Geoff Dyer describes moments of 

blissful calm in a sea of turbulence. His travels crisscross the 
globe: from Amsterdam to Cambodia, from Rome to Indone- 
sia, from New Orleans to Libya. The chronicles start in New 
Orleans when Dyer was in his late 20s and end in the Nevada 
desert some 20 years later. There appears to be much about 
this perpetual state of motion that frustrates Dyer and he di- 
lates on this at length as he seeks the ‘peak experience’. As for 
yoga, remember this writer specialises in mystifying titles. 4 


|: a collection of essays covering his wan- 
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the next wave. 
The first P was Product and it was 
based on the manufacturer's ability to 
. . differentiate his product from the oth- 
.— ers, This forced them to spend much of 
their time figuring out the USP (unique 
selling proposition) of their products. 
-= But with advancing technology and 





_ever-shorter product cycles it has be- 
come impossible to create a differenti- 


ated product anymore. Products have | 
become commodities. 

The second B Place, is not working 
either. Here the problem isthe prolifera- 
tion of "everything under one roof" 
places. Once upon a time, the kind of 
shops that stocked their product gave | 
manufacturers an edge. Once upon a 
time, customers went to specialised 
bookstores; now they go to Amazon, 
which stocks just about every kind of | 
book in addition to music, toys and | 
games, electronic items, gardening stuff, | 
et al. If customers are not surfing the Net, | 
they are probably going to one of those | 
hypermarkets or mega-departmenta! | 
- stores. And as megastores take over re- | 


ELLIOTT ETTENBERG is chairman and 
CEO of Customer Strategies Worldwide 
and former chairman of Bozell Retail 


Worldwide where he developed the 
transactional advertising model 
used in Bozell offices. 
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tailing, Place is no longer a significant 
marketing weapon. 

Ditto for Promotions and Príce, the 
third and fourth Ps oftraditional market- — 
ing. Because of hypercompetition, pro- | 
motions are failing to create brand . 
awareness. The best creative promo- | 
tions do indeed stand out.-- but they — 
rarely do anything for the brand itself. As | 
for the fourth P Price, competition en- — 
sures uniformly low prices. The days of - 
charging a premium for premium . 
brands is more or less over. 

Ettenbergs arguments may seem | 
simplistic, but he does have a point. Sure | 
Porsche, Coke, Louis Vuitton or Apple - 


| will still stand out as powerful brands 





gms S hard fo. paogie t to: understand: but people who drive Porsche 


fsometimes have better relationships 


with other Porsche drivers than 


. with their own families. The makers of Saturn cars also created a similar 





a DU strangers get along when they 


FITH World Cup Cricket 2003 upon usc 
far behind? Penguin Books India has 


but two books to tap the mounting excitement and an- 
ticipation of cricket fans in the country. World Cup Cricket | 


Companion by Quaiser Mohammad Ali 
- (Pages: 301; price: Rs 150) is perhaps one of 
the most comprehensive guides in the mar- 

ket today. It has almost everything the aver- 

age reader may wish to know about World 

Cups past and present. It has. a match itiner- 

ary, detailed analyses of the participating 

teams, individual profiles of cricketers and 
even a list of the umpires and match refer- 


ees. A substantial part is devoted to World 
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< sense of community. A nuclear family is usually need-based. However, an 
- external want-based family is built around shared values; what is 
- relevant in their lives is relevant to one another. itis remarkable how well 


share. values. 


'ansinn Th p |! Cup history, starting from the first tournament in 1975. Then- 
Feeding The Cricket Fever | there is the inevitable list of records and statistics and you cart. 
profit, if you so desire, by information such as which batsm 
scored the maximum runs in an over off which bowler. Th 
are also interviews with Indian cricketers, among them Kapil 
Dev and Virender Sehwag. A commendable effort at a tim 
when books on cricket are popping up. E 
The other volume, The Ultimate World 
Cup Cricket Quiz Book by Mudar Path 
and Ravikant Srivastava (Pages: 135; 


ancricketlore be | 
released not one | 
| 
i 










and much of their succes 
can be traced to the c 
Four Ps, But these are 
ceptions rather than the 
His analysis of the f 
the New Economy isa 

perceptive, l 
Ettenberg 
out that one 



































ofspending pow 'in ithe! iS o 

The book, however, starts: 
steam when Ettenberg co 
marketers should do to su 
Next Economy. He propon 
calls the Four-R modelto replac 
ditional Four Ps of marketing. 
Rs are Relevancy, Relationship, R 
and Retrenchment (which mea 
technology to go to the custome: 
than have him cameto you). 

But the main problem y 
model is that none of the four R 
ticularly radical. As marketing i 
they have been around for at le 
decade, if not more, but as a tooll 
techniques designed to break cust: 
resistance, it might be just the 
More useful could be the new met 
tenberg offers for accurately me: 
and increasing the productivity of rr 
keting spends. 

Ettenbergs enunciation of the: 
lem is masterly. If only his solutions v 
as convincing. 











Quiz Book 





Rs 125), is divided into 100 c. vapters A 
each chapter is called, a bit too cutel 
‘Over’. Each ‘Over’ has (what else?) six 
tions. The questions are interesting 4 
it is obvious that the authors have re 
searched their subject. But strictly fo 


diehard cricket fans. = 
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“Oh! what a tangled web we weave, 
When first we practise to deceive!” 
— Sir Walter Scott 


COTT might well have been writing about Indian 
telecom. What a tangled web indeed, except that it 


„sumption that regulators made when the sector 
I wasbeingopened up. The wrong assumption was 
: that landline telephony was for the masses while mo- 
ile telephony was for the classes. Hence, it made sense to 
mobile operators pay through their noses — licence 
iountingto Rs 9,000 crore a year — for the privilege of 
ro ding those little beeping devices to the rich. 
. Ifthat makes you feel sorry for mobile operators, don't — 
ey outbid each other to get those licences and re- 
iped part of their investments by charging 
ubscribers Rs 16.80 a minute! Besides, they 
iade the government soften its terms and 
itroduce revenue-sharing instead of 
ual licence fee payments in 1999. 
- But, in the meantime, the big as- 
umption — about landline being 
yeap — was blown sky high. In cou- 
try after country, cellular telephony 
ew faster than landline telephony 
id, indeed, overtook it. In China, it is 
lobile that is driving penetration. For 
'ery landline telephone in China, 
e are 1.25 mobile telephones. 
iat rules of economics are the same in 
1anghai and Chengottai became clear when 
ewly-licensed landline operators in India figured 
it that laying copper wires to individual homes was too 

tly and that it was cheaper to use wireless for ‘last-mile 
nectivity’ In other words, they preferred to use mobile 
ology to connect their customers, Since their licences 

lowed them to use wireless technology to provide fixed- 
line services, the landline operators did so. 

. So far, so good. But soon, trouble started. If landline op- 
ators were providing wireless phones to their customers, 





xd not mobile? Wouldn't it be foolish to deny landline cus- 
iers mobility when it cost nobody anything to 'unfix' 
se telephones? The government and the regulator 
ght the argument and talked about limited mobility. 
hich meant that landline operators could provide wire- 
ss telephones that had some mobility, but not too much. 

: Now all hell broke loose. Mobile operators had paid 


at sense was there in insisting that they should be fixed, 


is woven not around deception, but a wrong as- | 









ANTHONY LAWRENCE 


Telecom: why we are in the mess we are in, and how to scramble out 


huge sums for the privilege of providing mobile services 
and here were landline operators providing the same ser- 
vices but without a similar burden. It is easy to imagine 
what followed: disputes, press conferences, court cases, 
Trai submissions, TDSAT appeals... 

Last week, the telecom regulator announced a new set of 
tariffs to sort out the mess. Landline operators have now 
been asked to pay interconnect charges to cellphone opera- 
tors — something they had never done before. Cellphone 
operators, in turn, have been asked not to charge their sub- 
scribers for incoming calls from landlines. And landline op- 
erators, in turn, have been allowed to increase tariffs. With 
this, the regulator believes that every boy in the class has 
been given a spanking and a lollypop each, and they should 
all now wipe their tears and go home! 

We disagree. We believe that what has been done is a 
mere patch-up job, and we will see more bicker- 
ing and blow-ups. The current arrangement 
still puts arbitrary limits on fixed-line mo- 

bility, which go against both common 
sense and technology. Rest assured 
that fixed-line operators will, know- 
ingly or otherwise, violate those lim- 
its and mobile operators will take 
them to court all over the country. - 

What the regulator needs to do is 

move determinedly towards i a regime 
nology choices that telecom providers 

make and which would let free competi- 
tion do the job of higher telecom penetra- 

tion. This is tough and requires leadership. 
That takes us to the question of the ordinary land- 
line customer, the guy whom the regulator didn't think 
about while he drafted the new tariff regime. He will now 
have to pay far more than he ever did, while the cellular cus- 
tomer will pay less, Is this fair? — 

We believe it is fair that the gap between landline service 
and mobile service narrows because that's where technol- 
ogy is leading us. There is no reason why an artificial gap 
should be created through regulation. Soon, landlines will 
benecessary onlyforthose whoare high con a, 
who may also be willing to pay a premi | 
consumers, mobile should do the job, as 
conveniently. 17. 3 

We suggest that thé regulator focus his inind on how to 
move to a technology-agnostic regime that also exerts con- 
tinuous, competitive, downward pressum on alltelecom 
rates, mobile or immobile. | | E 
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Ballarpur Industries Limited 





Successful businesses worldwide 
run Oracle E-Business Suite. 





oracle.com 


? 
everyone has a favourite armchair, 


now you can tabs yours for a Spin. 


The luxurious new Tata Indigo gives you five new favourite armchairs. Each as 
comfortable as each other. So that whether in the front or back seat, you 
won’t knee, or be kneed in the back. Thanks to a longer wheelbase and the 
biggest cabin in its class. On the subject of ‘best in class’, do please ask any 
other car maker you may be considering whether they have such features as TATA XN 


Independent 3-Link Rear Suspension? Or 14 inch wheels? Or a 450 litre boot? | i EN mee » 
ndigo +S 


Or, or, or you could save your breath. And simply take the Indigo for a spin. 
Spoil yourself 


INDEPENDENT 3-LINK REAR SUSPENSION | MOST CABIN SPACE | LUXURIOUS INTERIORS | QUIET 85 BHP MPFI PETROL OR 62 BHP TURBO-DIESEL ENGINE 


ange. call: 1600 -115552. 
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Best Entry Midsize Car 
in India Initial Quality, 
2001 and 2002. 
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Xy A^—"—"—— com AUTHORISED FORD DEALERS: AGRA: Prem Ford : 2520427, 235 

2s _ ef?" - AHMEDABAD: Niki Ford : 6927401-08. + AMRITSAR: Bhagat Ford : 27015€ 

2 ww wind 2705263-64. * AURANGABAD: Wasan Ford : 360477/88. + BANGALORE: Cauvery I 


Fr 
ee"? So Fod. 6321941-43. Metro Ford : 5594254, 5592203/05. « BATHINDA: Bhagat Ford : 22241€ 
e BHOPAL: Distinct Ford : 538654-56. « BHUBANESHWAR: Capital Ford : 25637: 


2355223/2354831. * CHANDIGARH: Excel Ford : 658777, 655522. e CHENNAI: Chennai Ford : 25323202/08. MPL Ford : 24337520-22. e COIMBATORE: Rajshree | 
2579182. 2579213. e FARIDABAD: Indus Ford : 8845744-45. e GHAZIABAD: Legend Ford : 2775001-04. * GOA: Caculo Ford : 238320, 841307/08/09. + GURGAON: Harpreet Ford : 501170 
5012303/304. * GUWAHATI: TI Ford : 2660724, 2660745. * HYDERABAD: Sundaram Ford : 27536216, 27544121. * INDORE: Distinct Ford : 529212-14. e JAIPUR: K.S. Ford : 5114180/90, 237 


ts notification number G.S R. 77(E) dated January 31, 2000. The Ford Ikon was the highest ranked entry midsize car in the JD. Power Asia Pacific 
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Accessories shown in the picture are not part of standard equipment The Ford Ikon complies with Bharat St age Il (equivaien 


The New Ford Ikon Nxt. 


Nad Style) 


Look the new face of josh, 
right in the eye. The all new 
front end with integrated 
fog lamps and air dams. 


And sparkling eyes that 


reveal the rest. 





Meet the members of the 
Nxt band. The agile 1.3 Nxt 
with a new Rocam engine. 
The king of the road, 1.6 Nxt 
and the 1.8 Diesel Nxt. 


(Nxt) interior) 


Discover the lively truffle 





interior. Adjust the height 
of the driver’s seat. And let 
the show begin as the lights 


dim slowly, theatre style. 
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\LANDHAR: Bhagat Ford : 2266496-99, 2266500. « JAMMU: Jammu Ford : 2554204/08, 2552977. 2505183. « JAM 
ANPUR: Dynamic Ford : 2521241-43. + KARNAL: Pearl Ford : 2270730-31, 2270733. + KOCHI: Kairali Ford : 2559650, 2551310. e KOHLAPUR: Talera Ford : 656839. * KOLKATA 
hra Ford : 22804986/4988. e KOTTAYAM: Kairali Ford : 2566326, 2304986. + LUCKNOW: Narain Ford : 2221123, 2221176. * LUDHIANA: Bhagat Ford : 2651012-14 5013646-51. * MADURAI 
shree Ford : 2668736, 2668561. * MUMBAI: Shakti Ford : 8755510-13. Shaman Ford : 3811818. Wasan Ford : 25290275-81. * NASIK Wasan Ford : 590823-29. * NEPAL: Dugar Ford : 00 977 1 
323. * NEW DELHI: Harpreet Ford (Moti Nagar) : 25153650-53, 25179571-74. Harpreet Ford (Bhikaji Cama) : 51659000. 31659002-09. Indus Ford : 51651400-04. + NEW MANGALORE 
ivery Ford : 450083-85. + PONDICHERRY: MPL Ford : 203695. e PUNE: Planet Ford : 4218355/8322, 4213977. Talera Ford : 4011515. * RAIPUR: Utsav Ford 5023351, 5023353, 5473207 
AJKOT. Niki Ford : 98240-43366, 02827-87574. + SALEM: Chennai Ford : 2448210/186. + SURAT: Amin Ford : 02622-75163. * TRIVANDRUM: Kairali Ford : 2501564. 2506724. * UDAIPUR 
. Ford : 2424701, 2526996. * VADODARA: Amin Ford : 772818, 776067. * VIJAYAWADA: Sundaram Ford : 2485516, 2485536. + VISAKHAPATNAM: Sundaram Ford : 2730854, 2557300 





SHEDPUR: Jayashree Ford : 2409164-65. « JODHPUR: O.S. Ford : 745205 
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CONFUSOPOLIES! 


AIDED by pliant 
regulators like M.S. 
Verma, the telecom 
monopolists and 
oligopolists are 
fooling customers. 


MADHULIKA M., Via email 





ll Your story focuses mainly on the 
Telecom Regulatory Authority of In- 
dia's (Trai) failure to put things in or- 
der and not on the effect its actions 
have on the common man. The story 
creates the impression that chair- 
man M.S. Verma is a complete fail- 
ure. But the question is why did the 










The story says that the government 
went wrong on the assumption that 





THE STATE OF FINANCES 


One of the major causes for the precari- 
ous condition of the state finances 
(‘... The Harder They Fall’, BW, 3 Febru- 
ary) are the annual plans that the Plan- 
ning Commission has been approving 
without taking into account the ability of 
the states to pay back that amount. Un- 
der the Gadgil formula, 30% of the assis- 
tance is given as grant, the balance 70% 
is given as loan. Due to large Plan outlays 
of the states, the expenditure is met out 
of borrowings, pushing the states deeper 
into the red. This mismatch in the ap- 
proval and the ability to pay is one of the 





problem crop up in the first place? - 








major causes of the debt. The Planning | 


Commission should make it mandatory 
that the aid given to the states should be 


used for capital formation and not for | 


meeting non-capital expenditure. Capi- 
tal development will improve the health 
of the states and will ultimately lead to 
the improvement in the financial status. 
CHINMAYEE GOPAL 

Via email 


ll There is nothing wrong with the fact 
that Maharashtra is raising debt for pro- 
ductive purposes that will increase fu- 
ture income (this will help repay the loan 


| 


THE STATE FINANCE MESS EARNINGS FROM L 


Businessworld 


Telecom regulator 
M.S. Verma says 
he has no real 
powers. But that 
is only part of 


the story 





mobile telephony will be used only 
by the rich and basic telephone users 
will not be impacted at all. If mobile 
phones were meant to be used by the 
rich only, then why was competition 
encouraged? Didn't the government 
anticipate airtime war? If Trai cannot 
penalise erring operators, what is the 
use of having such an authority? 
AASHISH PATTNI 

Dahisar 


out of additional revenues generated 
from the investment). This investment 
has to be transparent and must not be 
used to add to the fortunes of certain pri- 
vate individuals. Also, it must be ensured 
that it is not frittered away. But at pre- 
sent, the states expenditure doesnt 
meet any of these criteria. 

G.R. KULKARNI 

Via email 


CORRIGENDUM 


In ‘Risky Business’ (BW, 10 February), for 
ICICI Prudential, it was incorrectly men- 
tioned that till September 2002, the total 
number of policies sold was 1.69 lakh 
and the premium collected as Rs 2.25 
crore. The correct numbers are 182,015 
and Rs 244.6 crore, respectively. The arti- 
cle also said Jun Hemmi, the former CEO 
of Iffco Tokio, has shifted to Japan. He is 
still in India as the COO of the company. 
The errors are regretted. Incidentally for 
Bajaj Allianz, the number of policies sold 
as shown in the table includes add-ons 
and similar features offered with its ba- 
sic policies. 


w 
| Letters can also be sent to 


| editor@bworldmail.com 
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Cost-cutting device 


In these trying times when profits play hard to get, scaling down costs may be an unpopular move. 
It hits the morale and affects quality. But if your line of business applications are built using Visual 
Studio.NET - the visionary yet practical single comprehensive development tool - you can create 
the next generation applications fast and effectively. REJ studies (Rapid Economic Justification) 
conducted on companies using Visual Studio.NET show that development costs were cut by 58%, 
time to market was cut down by 66%, development staffing requirements brought down by 17%, 
IT support costs brought down by 19% and a projected ROI (return of investment) in the first year 
of 41596. 

Move to Visual Studio.NET. It will do wonders to the morale. 



















Your best move 
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o Base Gamp India 


In the last five years, over 70 MNCs have set up 
R&D centres in India. Could India be emerging as 
a hub? As existing research hotbeds like the US, 
Japan and Europe become prohibitively expen- 
sive, India could turn out to be an inexpensive 
alternative. But China, Israel, Ireland, Singapore, 
Malaysia and Russia are tough competitors. BW 
takes a look at the companies doing research and 
sees how critical that research is. Can India 
capitalise on its early start? 





4 LETTERS TO THE EDITOR 


47 CASE STUDY Why do companies 
look only for professional compe- 
tence and not human qualities? 


69 BIZQUIZ Prashant B Li S i N F S S 
66 EDITORIAL Tewari 


18 COMMENT: RANJEEV C. DUBEY We must get rid of 
all the predatory laws that impede progress by 
increasing the cost of business and pitting the 
citizens against the state. 





44 PHARMACEUTICALS 2005. 


IN THE NEWS It will change the entire 
complexion of the Indian 
10 SUPER MINISTERS Rarely, if ever, have only three pharmaceutical industry. 


Product patents will not let 
companies reverse engineer 
drugs any more. With hardly 
any products of their own, 
they will not have anything 
to sell. Or will they? 


politicians held so many portfolios that are criti- 
cal to business and the economy. 


14 THE WIPRO SHUFFLE There have been seven 
changes in the top order in the last month or so. 


16 STOP PRESS Three new magazines hit the stands 
and about half-a-dozen more are on their way. 








What is still so attractive about publishing? PERTECGH 
ECONOMY 56 SPAM FILTERS Is spam 
flooding your mailbox? 
8 ECONOMICS 2.0 Everybody is obsessed with one Are you losing 
part of China's trade — the $267 billion it exports. important messages 
Nobody seems to be interested in the other part because of the junk? 
ofthe story — the $244 billion itimports — and Would you like to hang jS die e PCR: 
the opportunity this presents. the culprits? Here's how.  sesastbinensts outset ee mnsemenes 
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TO OUR READERS 


Can We Do It? 


LEAD STORIES 
$51 VERY once in a while, a 
& No Limits Businessworld cover tosses 


a new idea into the public 


Businessworl 


wv 
| 
| 





"What's stopping us?' — consciousness. It sizzles for some 
from growing faster, from time and then lights up the imag- 
thinking bigger, from ination of the country. 'Sexy 
beating China. Experts South' (BW, 7 June 1999) was one 
dissect the issues at the such idea — for the first time, 
BW roundtable. it changed national perception 


of the region from placid back- 


© Kurien Versus daara waters to economic hotspot. 


‘Indian Internet Mafia’ (BW, 24 May 1999) was another — 





National Dairy for the first time, it chronicled the rise of Indians in global 
Development Board —— technology markets and changed our perception of our- 
chief Amrita Patel is y selves. "Teleworking' (BW, 7 January 1999) was yet another 
at loggerheads with z - — itlaid the foundation stone for the IT-enabled services 
former chairman industry in the country. 

Verghese Kurien over 

the co-operative's dB This week's cover falls into that category. India as a global 
joint ventures. R&D base? What a ridiculous idea! I thought so too, till I read 





the piece. I don't want to reveal the whole story here, but 

once you read it, you will see why I think we have a fair 
TECHN 0LO0 G Y chance of making the idea a reality. Obviously, a lot of things 
have to fall into place for this to 
|. work, but we have made a begin- 
| ning. We have many advantages. 
Let us now think big, and act fast. 








is still the dirty word of the music 
industry, but like all dirty words, 

| its got people perked up. A look at 
s» the MP3 players available today. 


PERSONAL BUSINESS 


63 NICHE MEDICINE Foetal med- 
icine. Vascular surgery. Podia- 
try. These are just some of the 
super super specialities that 
are offering new cures and 
new hope. And now in India. 








Thats also the message that 
comes across from a one-of-a- 
kind roundtable that Business- 
world held last month, ex- 
cerpts of which are being 
carried in this issue. For 
nearly two hours, this dream team 
of panelists focussed its attention 
on the unthinkable: an India 
di Et E growing at 10% a year. Not 
veri y everybody agreed that it is pos- 
B 0 0 K 5 sible, but the discussion still 
leaves one with the feeling that 
our dreams are within reach, if 
only.... Read the issue! 





64 INDIA AND MONEY A collection of essays that 
gives new insights into India’s monetary policies. 
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NIRANJAN RAJADHYAKSHA 


THE CHINESE OPPORTUNITY 


HE China problem continues to worry us silly. TheIn- | “macroeconomic paradigm shift" in the region. This shift 
dian contingent at the annual jamboree at Davos is | has challenged the old assumption that global economic 
said to have foamed at the mouth every time China | prosperity is not possible without strong growth in the US, 
was discussed. The popular fear was voiced again: the | Europe and Japan. “A new locomotive known as East Asia 
Chinese will crush our manufacturing industry with | may have arrived on the scene,” he says. 
their cheap exports. However, recent changes in China's Trade between countries in the Asian region has taken 
economy indicate that it is perhaps time for our business | off. For example, Thailand's exports to neighbouring Asian 
lobbies to abandon their prejudices. It is time to stop talking | countries (including China) since 1999 have grown from 
about the Chinese threat and focus instead on the Chinese | 13% ofits total exports to 15%. On the other hand, the share 
opportunity. Can sitting next to the world's most dynamic | ofits trade to the US fell from 2396 to 2196 and to Europe 
economy be such a bad thing? from 16% to 14%. 

I was in Shanghai recently to attend a conference organ- The growth of domestic demand in Asia, and especially 
ised by IBM. For the past few years, I have been a sceptic | in China, is an opportunity that Indian companies need to 
amidst a crowd of believers. There is definitely reason tobe- | pluginto. Perhaps such a process has already started. Trade 
lieve that China is overstating its growth numbers. And the | between India and China is now growing at a blistering 
growth there has been fed by cheap capital rather than effi- | pace. The annualised growth of our exports to China is a 
ciency. Hence my unpopular belief that India will outrun | whopping 34%. Iron ore, plastics, linoleum and marine 











China in the long run. products accounted for most of our exports behind 

Even then, I could not but be impressed the Great Wall. 
with the way the city of Shanghai has been However, there are new areas of growth 
developed: right from the new interna- as well: pharmaceuticals and cotton yarn 
tional airport to the 10-lane expressway, EVERYBODY IS and fabrics are a few instances. The 
which takes visitors into the new busi- steel industry, too, has seen its sales 

| at ie at Brita t the hectic OBSESSED WITH THE $267 into AS grow demand "ei 
redevelopment taking place in parts growth is mainly a result of the ma 
of the old city. So, even a sceptic like BILLION THAT CHINA rush in China to build new railways, 
Mere dmn. EXPORTS. NOBODY SEENS . sean ies DUM Pe 
the move. TO BE INTERESTED IN THE area soon.) 

Should we be paralysed with fear The debate in India is maddeningly 
because of the rise of the Chinese econ- $244 BILLION IT IMPORTS one-sided. Everybody is obsessed with 
omy? At Davos, a Chinese economist told one part of China's trade — the $267 billion 
the suited audience that 1596 of world eco- it exports. Nobody seems to be interested at 
nomic growth and nearly 60% of world export all in the other part of the story — the $244 billion 


it imports. 

And this will only increase as the Chinese government 
continues to boost domestic demand, through deficit fi- 
nancing and giant infrastructure projects. China's entry into 


growth in 2002 came from China. This despite the fact 
that two of the traditional "engines of world economic 
growth" — the United States of America and Europe — have 
slowed down to a crawl. (Japan, the third engine, has stalled 
for almost a decade.) With its traditional export markets in | the WTO (World Trade Organization) will open up its do- 
trouble, there are strong reasons to believe that the Chinese | mestic market further. 
government is changing tracks. It now plans to depend | Meanwhile, we are caught in a mercantilist mind trap, 
more on domestic demand, and less on exports, to fuel fu- | where trade is seen as a zero-sum game: one country 
ture growth. (China) benefits at the cost of the other (India). In reality, 
So, the critical questions: will China emerge as the next | trade is a winner for both sides. 
engine of world growth? And can it become the locomotive | India is well positioned to take advantage of the changes 
that pulls others with it rather than the steamroller that | in China's economy. The problem is that the mindset is all 
crushes everything in sight? . wrong. There is too much talk about the China threat and 
These are questions that cannot be answered at once. | too little about the China opportunity. It's time all those folk 
However, many of China's East Asian neighbours seem to | who indignantly raised their voices in Davos realised this. 
believe that China's growth is something to celebrate. A Thai | UPOUCUANSCN Cz Meer a feed LA o ler PARK ee er A 
economist, Olarn Chaipravat, believes that there is a — The author can be reached at niranjan r&hotmail.com. 
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THE SUPER MINISTERS 


The three who matter 


Finance, company affairs, information technology, telecommunications, industry, com- 
merce and law. Rarely have only three politicians held so many critical business and eco- 
nomic portfolios. This should help you figure out what you can expect from the trio 


tax exemptions; building consensus for 


Jaswant Singh BJP's economic reforms agenda. 


Salient facts: Mayo College, Joint What he's likely to do: Re- 
Services Wing, NDA, IMA; army rank vamp FIPB role and proce- 
of Major. Date of birth: 3 January dures; complete IDBI and 
IFCI packages; corporate ac- 
countability legislations 
and, of course, the Budget. 
Others may take time. 


Arun Shourie 


Salient facts: Modern School and St Stephen's College 
(Delhi), University of Syracuse; worked at World Bank; Padma 
Bhushan and Magsaysay Awardee. Date of birth: 2 November. 


Know the man: Pucca sahib. Loves 
fine wine (Chateau Canon La Gaffe- 
liere Grand Cru Class — careful, it's 
expensive), collect books; passionate 
about national security, horses and 
equestrian sports; stickler for proto- 
col; detests Americanisms — oral or 
written; clubs at the Delhi Golf Club. 
Politics: nationalistic, secular. Lobby 
factor: low. 





Know the man: Likes yoga, walking, art and sculpture (recent 
buys: Tanjore paintings and a five-headed Ganesh); devotes a lot 


On his plate: Fiscal deficit; banking 
sector reform; bills stuck in Parliament; 








^ SECOND THOUGHTS INFOSYS TECHNOLOGIES 












n- With today's technology, you 
4 canuse chips to detect any- o re ro O | i 
“Se _ thing that could go wrong in 
"real time. So could a $5 Digital 
(14. Signal Processor (DSP) on each t th t 
of the now closely scrutinised d e O D 


external surface tiles of Columbia have 
checked for and warned against a loss of 





insulation? Some think so. "Our answer is generic because we are in registra- 
ee tion and are not allowed by US regulations to 
Black vs white. Developed vs developing provide detailed comments on trends, events 
world. Is this the World Economic Forum and the like." 

or the WTO? Neither: merely the cricket 

world cup 2003. Will the actual event de- egulations prevent Infosys 


Technologies from making a 
“detailed comment” on the 
process. However, even 
hough the details are yet to 
emerge, India’s most respected com- 
pany is quietly engaged in a signifi- 


liver as much tension and drama? 





Bappi Lahiri is an inspired 

man. Inspired by Modern 

Talking, Mori Kante, Michael 
- Jackson, Abba, and The Beat- 









"m cant restructuring exercise. 
les, that is. They never said a FA | Till recently, operations within 
word to him. But our mobile = | Infosys were divided completely 
gems and jewellery showroom wasn't as on the basis of geographies. The 
considerate. He sued Truth Hurts and Dr head of a particular region was overall in- 
Dre for filching his once-flop tune Kaliyon charge of operations regardless of industry. NOW 
ka chaman in his hit song Addictive, and that has changed. In a significant departure, Infosys has 
won. Is there no justice in this world? | partially moved over to the vertical structure. This is a system in 


| which all businesses, teams and operational units that are focussed on 





of time to son; short-tempered; data driven; prolific writer; clubs 
at the India International Centre. Politics: rightwing, getting 
savvier at infighting. Lobby factor: Low (hates hangers on). 


On his plate: Strengthen Trai; divest MTNL; split BSNL; resolve 
limited mobility and interconnectivity issues; continue the divest- 
ment process. 


What he’s likely to do: Revamp Trai, change top team and give 
the institution more powers; quicken pace of MTNL divestment. 


Arun Jaitley 


Salient Facts: St Xavier's School, Shriram College of Commerce, 
Faculty of Law-Delhi University. Date of birth: 28 December. 


Know the man: Millionaire lawyer, sharp 
dresser; avid cricket fan; teeto- 
taller; listens to rock and 
bhangra pop; collects expen- 
sive pens; media savvy. Poli- 
tics: middle class rightwing. 
Lobby factor: medium. 


On his plate: WTO negotia- 
tions; Article 370; POTA; 
labour law reforms; judicial 
corruption. 


What he's likely to do: Will 
spearhead India's case in WTO. 


Illustrations: ANIRBAN BORN 


a specific industry are clustered together regardless of geogra- 
phy. A senior executive with P&L (profit and loss) responsibility 
will lead each vertical. Ironically, rival Wipro seems to be mov- 
ing the other way; it was organised as verticals but has moved 
its sales force to a geographical structure! 
Why is Infosys taking this step? "As part of the process 
to efficiently manage our growth and entry into new ser- 
vices, Infosys is continuously looking at effective ways of 
people organisation and management. The current restruc- 
turing of the organisation is part of that process," answers the 
company. Partially, this new set-up caters to the need for evolv- 
ing a more efficient growth model. However, BW learns that 
there was another crucial reason: the top management at In- 
fosys want to ensure that its 15-20 key senior executives remain 
motivated. "It was obvious to everyone in Infosys," says a 
Mumbai-based analyst, "that Nandan Nilekani will remain 
chief executive and managing director for a long time. So how 
do you keep the next rung of executives satisfied and also pre- 
vent a possible exodus in the future?" Giving them P&L respon- 
sibility for critical business verticals was the solution. 

How far has the restructuring proceeded? Again the details 
are not forthcoming, but the company says, “we have now 
evolved to a mixed model which is a combination of geography 
units and vertical units." At the same time, the company is "also 
giving more independence to the geographical units of Europe 
and Asia-Pacific since client relationships are local and depen- 
dent on the cultural complexities of the region". Meanwhile, in 
another significant move, S.D. Shibulal, who was on the Man- 
agement Council at Infosys, has very recently been transferred 
to America. For more news on the same, stay with us. E 

MANISH KHANDURI 
Meanwhile, at Wipro... (see Page 14) 
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V.S. Sudhakar: 
Fabmart CEO to 
Fabmall chief 





BREAKING NEWS 


Reliance empties 
out the store 


HE promoters of Fabmart, the online retail store, are 
T restructuring their future without erstwhile partners 

Reliance. An investment arm related to the Reliance 
group had incubated Fabmart for Rs 5 crore and a little less 
than a 50% stake. Now, through a somewhat complicated 
transaction, that relationship is over. The original promot- 
ers of Fabmart will take the company's assets and relati- 
onships along with them to a new firm, Fabmall. In ex- 
change, they will sell their entire equity in Fabmart to 
Reliance. No cash will change hands. 

So the Fabmart that we knew is now a shell company 
that belongs completely to Reliance (last December, ven- 
ture capital fund Chrys Capital also sold its 20% stake in 
the store to Reliance). On the other hand, the functioning 
online store is now called Fabmall. Got that? 

Reliance's reasons for exiting are obvious. The group's 
telecom and petroleum retail plans are taking up all its en- 
ergy. Meanwhile, Fabmall is going ahead with the help of 
US-based NRIs who have taken up almost 50% stake in the 
company for $1 million. A special purpose vehicle has been 
set up in Mauritius for this. 

Last year, Fabmart ventured into grocery stores for 
faster topline growth, transferring key management to 
oversee the roll-out of four offline stores in Bangalore. As a 
result, the online business suffered. Expecting better broad- 
band penetration, the firm had projected revenues of Rs 45 
crore-50 crore in the BW dotcom profitability survey in 
2001. The turnover for March 2003 is expected to be little 
over Rs 11 crore, up from Rs 9.5 crore last year. No wonder 
that when the top team went seeking more funds last year, 
none coughed up. Now Fabmall is even venturing into Web 
services to increase income. Anything to keep going. W 

RADHIKA DHAWAN 


Clincher clause 


ERE' S a carrot to sweeten the deal. The government owns around 51% 
H in Hindustan Petroleum Corporation (HPCL). It now plans to sell 31% 

to a strategic investor, offer 5% to the employees and retain 15%. The 
last will allow the government to have 1-2 nominees on the board to ensure 
that the agreement between the government and the buyer is not violated. Ac- 
cording to the agreement, the buyer may not change the line of business (in 
this case, refining and distribution of petroleum products) nor can he strip the 
assets ofthe company. 

But the government does not plan to be an ‘irritant in perpetuity’. And has 
inserted a ‘call and put’ option in the agreement. This option can be exercised 
after a specified period of time (most likely five years). Then, the government 
can ‘put’ its shares for sale; the buyer has to buy them at a pre-determined for- 
mula reflecting the market price. Similarly, the buyer can ‘call’ for the 15% 
stake and the government will have to sell at the pre-decided formula/price. 

All this should get the strategic sale of the company better valuations. The 
logic is that the investor will want the government off its back. So, any agree- 
ment that does not have such an option built into it will not fetch as good a 
price as one that does. The VSNL experience (former telecom minister 
Pramod Mahajans fracas with the Tatas over investing a part of VSNLs re- 
serves) has strengthened the belief that most strategic buyers perceive the 
government as just an irritant that adds little value to the company. 

ANJULI BHARGAVA 





The Alta-native 


LTA Vista is — 
back witha 
vengeance. Af- € » 


ter being 'Googled' 
for three years, the search engine- 
turned-portal is back as a search engine 
in India. Indiatimes, Cricinfo, Cricket- 
next and Indiainfoline have replaced 
the Google search with Alta Vista. "We 
were the best search engine till 1999 and 
we are going to reclaim that spot," says 
Kevin Eyres, general manager, Alta Vista. 
The reasons for switching to Alta 
Vista vary. For Indiatimes, it is the 
coming age of broadband. "Alta Vista is 
superior for audio and video search. 
Google hasn't kept pace technologically 
in multimedia search," says Rajesh 


| Sawhney, COO, Times Internet. For 


others, Alta Vista seems more relevant. 
“Alta Vista's local database is very 
strong," says Harshad Apte, manager 
(marketing), Indiainfoline. Alta Vista 


| also offers a better financial deal. 


Globally Google is still far ahead of Alta 

Vista, but had better step up its tech or 

risk being whacked. | 
SHISHIR PRASAD 
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LL those who went in for some 
Asin in information 

technology and then rued the 
time wasted can now take heart. As IT 
recruitments pick up, software skills are 
again beginning to count for a lot in the 
job market. 

According to a survey conducted by 
Nasscom, today, ERP skills are the most 
sought after, followed by Web 
technologies like Java, J2EE and .Net 
(See "The Demand Pattern’). 

Dhruv Shenoy, marketing manager, 
Monster India, estimates that another 
75,000 new infotech jobs are likely to be 
created in 2003. Companies like Wipro 
and Infosys Technologies have already 
announced their plans of hitting the 








Skill set 


Unix 
SQL 
C++ 


Interestingly, along | CRM 


with the increase in | 
demand, there has also | 
been a qualitative 
enhancement in the | 
jobs available. The | ASP 
Nasscom survey points | 
to the growing maturity 
of user requirements, 


Linux 


EAI 


SHARMA 


the service lines offered Content management 
by Indian software 
companies and the E| with C++ skills 


Enterprise software 
| „Net, Java, J2EE 
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Business intelligence, data warehousing 
EDA, ASIC, VLSI 


Graphics, animation 
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Total may not add up to 100 due to multiple skill set requirements in a 
single job. For instance, a vacancy might be advertised as Oracle professional 


Source: Nasscom 





changing skill 
requirements of the 
infotech sector. 

50, even as the demand for 
traditional skills such as Unix, C++, DB2 
and the like, continues to be high, niche 


deliver world-class products at much 
lower costs... There is not only a spurt in 
jobs, but also a rise in demand for hi- 
tech skills like ASIC design, EDA and 


campuses in a big way this year and 
hiring 1,000 people. iflex Solutions 
plans to add 600 software professionals 
in the next six months while Accenture 
and Dell Computers, too, are talking 


areas like business intelligence, chip 
designing and system applications are 
also emerging fast. 

"The world is realising that India 
has grown beyond the coding era and 


embedded software," says Praneet Me- 
hrish, country manager (HR), ST Mic- 
roelectronics. The company, which has 
1,000 employees at present, plans to be 
1,500-strong by the end of the year 
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e News 


EXECUTIVE MOVES 


Shuffle at Wipro 


1 Steve Zucker, chief executive (infrastructure business), Wipro Tech (Out) 

A star recruit. The former head of north-eastern operations of EDS, US, was snagged nine 
months ago to spearhead Wipro's entry into total IT outsourcing. 

Analysts' reaction: Not surprising. Wipro's expertise in total IT outsourcing was in India; Steve 
was heading the US front end. Its integration with the back end in India never really happened. 
Wipro's position: Huge learnings from Steve; that helped conclude an asset-structuring deal for 
an Indian FMCG with an international bank. Total IT outsourcing is a differentiator (30 clients, 
8% revenue share, 50-60% growth rate). Zucker's exit doesn't mean Wipro can't keep non-Indi- 
ans; 3596 of 133-man global sales team is non-Indian, for example, Rich Garnick heads US sales. 


2 Raman Roy, CEO, Wipro Spectramind (Elevated) 

Roy came with Spectramind and is now its chairman. He also takes over Zucker’s job. 
Analysts: Not positive. Roy has little clout in the US, no experience in tech services. 

Wipro: Roy built up Spectramind — a great story. Anyway, the tech service (delivery) will be 
handled by G.K. Prasanna, an old hand at this. 


3 Sanjay Joshi, chief executive (BPO), Wipro (Elevated) 

Snagged from Progeon, Infosys' BPO subsidiary. Also ex-McKinsey. Now vice-chairman of 
Wipro Spectramind, heads business development, sales and marketing. Will also oversee 
Wipro Technologies' package implementation business. 

Analysts: Wipro is integrating Spectramind firmly into itself. Expected. 


A Debashish Ghosh, senior vice-president, Wipro Tech (Elevated) 

Wipro lifer, considered operations whiz. Will now be COO of Wipro Spectramind. 
Analysts: Operations critical now. BPO at a stage where IT services firms were a few years ago 
— needs big customers to ride the wave. 5096 of Spectramind's business comes from a large 
computer maker, rest fragmented. Needs to grow business from more big (existing) clients. 
Wipro: From being Delhi- and Mumbai-based, Spectramind is becoming multilocational. Ambi- 
tious plans for it. It needed a COO to co-ordinate its functions. When Wipro looked for the right 
candidate within (including Spectramind), Ghosh emerged as the right man. 


5 D.A. Prasanna, vice-chairman, Wipro (Quit) 

Wipro old-timer; joined from TAS with Wipro Infotech's first CEO Ashok Narasimhan in 
the 70s.Till nine months ago, was chairman of GE's medical systems business in India (in- 
cluding Wipro's venture with GE). Wipro's healthcare business was not growing at po- 
tential. Nine months ago, the healthcare part of IT services was carved out of Wipro Tech 
and combined with other healthcare interests as a new division under Prasanna. 
Analysts: Wipro GE writeback of Rs 50 crore was possibly one of the reasons for exit. Also, 
healthcare business (including BPO and IT services) has not really shown spectacular growth. 
Wipro: Prasanna to head all delivery systems at Manipal group hospitals and institutes. He is fa- 
miliar with Manipal and his heart lies in that business. Wipro's healthcare business met milestones. 


6 T.K. Kurien, chief executive (service providers vertical), Wipro Tech (Moved) 
Kurien takes over the healthcare business, which now gets back into the Wipro Tech fold. 
As CFO of GE Medical, credited with establishing India as a manufacturing base for GE. 
Built telecom and service providers vertical into a $49-million business in two years. 


7 Suresh Vaswani, president, Wipro Infotech (Gets more) 
Kurien's old job in addition to his own. Now reports both to Vivek Paul and Azim Premji 
Last word: Is Paul's span growing, or is it Premji's way of keeping track of what is going on? 
Wipro: All telecom investments are happening in the Indian or the Asia-Pacific market. So there 
is great synergy. 

VIDYA VISWANATHAN 























It's Cheaper To Borrow Abroad 
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BHARTI 


One more 
feather in 
Its cap 


T is one of the biggest project 
: financing deals in recent times — 

and in the most chaotic sector. 
Bharti Tele-Ventures has raised a $316- 
million debt overseas, achieving finan- 
cial closure and peak funding require- 
ment for its fourth round circle expan- 
sions. Of this, $125 million will be 
drawn right away for capital expen- 
diture. Impressive, considering that nei- 
ther BPL Cellular, nor IDEA Cellular, with 
three big sponsors, have achieved 
financial closure. Bharti's lead loan 


., OIL RESERVES 


E 


OU were worried. If the US at- 

tacked Iraq, oil prices would go 

through the roof. How would you 
commute? Will there be fuel for your 
bike? Will the buses ply? What would 
they run on? Then the government said 
it would create 45 days’ oil reserves. You 
stopped worrying. That kind of stock 
would see you through the war without 
much ofa hitch, you thought. Okay, 
now start worrying again. 

Here's why. First, the existing facili- 
ties cannot store 15 million tonnes of 
crude (45 days' cover). Second, says a 
Bharat Petroleum Corporation official: 
"You have to procure the land, level it, 


| take all local approvals (including one 
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arranger ABN AMRO's pitch was simple: 
if you think India’s telecom industry will 
whittle down to 3-4 pan-Indian players, 
you must bet on Bharti. 

Over the last few months, the cost 
of raising funds overseas has become 
less than doing so in India (See ‘It's 
Cheaper To Borrow Abroad’). As Nikhil 
Kapoor of ABN AMRO explains: “The 
entire foreign currency risk is fully 
hedged. Till recently, there wasn’t much 
of a market for a rupee-dollar hedge 
but that's changing as the rupee has 
strengthened.” Also, rupee loans would 
have been at about 10%. But Bharti has 
raised these funds at 160 basis points 
above Libor. So, the average cost of 
borrowing is 5.5%. The steel industry, 
too, converted a part of its rupee debt 
into foreign loans at 8%. 

Bharti will use some of this money 
to pay back part of its high-cost rupee 
debt, further strengthening its balance 
sheet. This will marginally hike up its 
debt:equity ratio from 0.65 to 0.8. E 

RADHIKA DHAWAN 





from the Controller of Explosives). 
These could take a minimum of 15-18 
months." So no way will the storage ca- 
pacity be built if Bush keeps to his 
schedule for bombing Iraq. 

Third, what sort of storage will India 
build? There is already an underground 
strategic reserve for defence forces that 
can last a full-fledged war. HPCL is cre- 
ating a 60,000-tonne underground LPG 
store in a natural rock structure near 
Visakhapatnam. For more like that, suit- 
able natural rock structures will have to 
be found. 

In countries like the US (reserves: 90 
days), Germany or Japan (120 days), the 
government builds the reserves. "The 
Ministry of Petroleum may create a 
special purpose vehicle or ask all the 
companies to build the tankages,” says 
Shivraj Singh, joint secretary 
(refineries). Indian Oil Tanking, a 
subsidiary of the IOC, could be asked to 
build tankage. 

Finally, what if the US defeats Iraq? 
Oil supplies could then go up. Still, a 
strategic reserve is worth it. In the long 
run, it will provide an oil-deficient 
nation like India much needed 
bargaining power in times of crisis. Wi 

RANJU SARKAR 
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ANTHONY LAWRENCE 


T’S way ahead of peers when it comes to reforms. Its e-gover- 
nance initiatives are now legendary. Even a World Bank-Con- 
federation of Indian Industry study says this state is great to 
invest in. Then why isn't Andhra Pradesh growing faster? In 
the second half of the 90s, it managed only a compounded 
annual growth of 4.9% — just ahead of Bihar, Kerala, Madhya Pradesh and Orissa. 
Neighbours Karnataka and Tamil Nadu grew at an annual rate of 8.4% and 6.0%. 

So what does AP 'CEO' Chandrababu Naidu do? Like other business heads, he 
calls in a consulting firm. The state along with McKinsey & Company had worked on 
a new growth strategy, Vision 2020, that aimed to deliver an average annual growth 
rate of 10%. The target: to achieve a growth rate of 14% by 2015-2020. Following the 
McKinsey report, the state had prepared 16 sectoral strategies. 

Although AP is implementing the recommendations, the growth rate is still 
falling. So questions like: ‘Is AP reforming the right areas?’ and ‘Will the results come 
after a lag?’ are being asked. Some also feel the McKinsey study's handling of multi- 
sectoral issues could do with improvement. Say, issues like investment climate, 
deregulation of agriculture and interstate commerce haven't got enough attention. 

To plug in these gaps, AP has now turned to the World Bank which will help it se- 
quence its reforms. Together with the sectoral strategies put forth by McKinsey, this 
project should put AP firmly on the growth path. Essentially, Vision 2020 urges the 
state to focus on 19 specific growth engines: six in agriculture (rice, poultry, dairy, 
horticulture, agro-industry and fisheries); six in industry (construction, mining- 
based industries, garments and leather products, pharmaceuticals, small-scale in- 
dustry and infrastructure); and seven in services (basic IT services, knowledge-based 
services, logistics, tourism, small-scale services, healthcare and education). 

The growth engines over the next five years are expected to be construction and 
infrastructure. To build these though, AP would have to attract investments of nearly 
Rs 3,000,000 crore over the next 20 years. It will also have to take concerted policy ac- 
tion on the following fronts: provide specialised infrastructure like cold storage, digi- 
tal highways, etc.; deregulate or create regulations that foster investment and facili- 
tate business; accelerate the development of skills; and finally conduct focussed and 
effective promotion through targeted campaigns. 

ANJULI BHARGAVA 





What is Nishar selling? 


E week, we asked why Atul Nishar was exiting Aptech (See ‘Why is he sell- 


ing?’, BW, 10 February 2003). Now, pops up this question: what will SSi get for 

the Rs 20-odd crore it is paying Nishar? There aren't many physical assets. All 
but 10 of the 2,445 Aptech centres are run by franchisees, who may not join SSi. Fran- 
chisees in Gujarat are hoping for a stay order. Some are floating their own companies. 
The Aptech management? Possible, but there is no guarantee that honcho Pramod 
Khera and his A-team will stick with Aptech. SSi could have simply poached them. 
That leaves the brand, which may lose its value in case of a messy battle. Khera is try- 
ing to calm his franchisees. On 4 February, he sent them an email assuring them the 
merger would change nothing. That the Aptech brands would be retained, and that 
the talks were yet to be concluded. 


x 
M. RAJSHEKHAR 


ALLIANCE CAPITAL 


The deal 


that never was 
F OUR months ago, the $387-bil- 


PRINT MEDIA 


Rush hour 


T’S raining magazines. Seventeen, Linux For You and 
Naukri.com are out. GR8 and India Today's Golf and 
Smart Inc. are to follow. What makes publishing, con- 
sidered by many to be dead, still attractive? One, the 
new launches don't depend on advertising, but come 
with a high cover price. Then, the launches coincide with 
sectoral peaks. As IT bounces back, the IT media space is 
flooded. Ditto for media and marketing. Watch out for: 
E A Linux magazine in a nascent market? Viable, thinks ed- 
itor Rahul Chopra. He expects firms to deploy Linux-based 
systems in a big way soon. Priced at Rs 50, the first print 
run of 20,000 copies has virtually sold out. 


Bottomline: The penguin must lure both the enthusiast and 


lion global asset management 

powerhouse, Alliance Capital 
Management LP was prepared to sell its 
Indian subsidiary, Alliance Capital Asset 
Management (India). A few days ago, 
John D. Carifa, president and chief oper- 
ating officer, Alliance LP almost lyrically 
reaffirmed his faith in the “potential of 
the dynamic Indian (stock) market”. 
How did this turnabout happen? 

It seems the $50-million price tag 
that Alliance LP had put on its Indian 
operations was unfeasible because, 
among other things, star fund manager 
Samir Arora was opposed to the sellout 
and had reportedly mounted a counter- 
bid of his own. From the time the rum- 
ours of the sellout hit the market, Allia- 
nce's asset base declined by nearly 3776 
to close at around Rs 2,500 crore on 31 
January 2003. Aroras fan following of a 
few high net worth individual and cor- 
porate investors had apparently started 
to vote with their feet. Market gossip has 
it that this was simply a pressure tactic 
to get Alliance LP to either terminate the 
deal or scale down its asking price. BW 
was unable to get in touch with Arora. 
But insiders claim that Alliance LP had 
to hastily pull back from the sellout to 
prevent further erosion in assets and 
valuations. So, sale? What sale? Sá 

MANISH KHANDURI 


the CTO in order to survive. 


money on this one. 


prised if there are vernacular versions. 





cided not to renew its com- 
mitment with NDTV 


OFFBEAT 


Stylus 
to stylish 




















Raj Kohli to put a 
spanking new team 
in place. Kohli, on 
her part, figured that 


EAUTY lies in the eye of journalists who go on 
the beholder. Clichéd? television ought to be 
But that's a cliché the 'air-worthy' Which is 


Rupert Murdoch-backed Star 
News is betting its future on. And 
precisely the reason why journal- 
ists (infamous for the lack of sartor- 
‘al sense) are being trained on good 
etiquette and looking good before 


why, she hired a crack 
team to train the small 
screen news debutantes 
how to look good. They 
include Birla Life 
Style (the folks 


they go on air. who managed 
It all started when the spat Miss India this 
between Star TV and Prannoy year), Cory Wa- 
Roy's NDTV intensified. dia (an expert on 


Piqued, Star TV took a call, de- makeovers), Ad- 


ANTHONY LAWRENCE 


li GR8is the Indian Television Academy's (ITA) monthly Star- 
dust on the TV industry. Priced between Rs 25 and Rs 30, it 
has planned an initial print run of 50,000 copies. ITA presi- 
dent Anu Ranjan expects it to be out by July this year. 
Bottomline: Only the advertising god can help ITA make 


li Media Outlook is exchange4media.com's special issue 
that precedes a full-fledged launch. MD Anurag Batra 
claims 12,000-odd subscribers will pay for the magazine. 
Bottomline: Using original content, it can fill in the advertis- 
ing, media and marketing space in print that's lying empty. 
E Naukri.com's eponymous weekly magazine is already 
making some money, says director (marketing) Hitesh 
‘Oberoi. Priced at Rs 20 it has had a print run of 10,000 copies 
in its third issue. His target sales for December 2003: 25,000. 
Bottomline: This is our favourite. Naukri provides a service 
and is not dependent on sectoral swings. 


S 
VANITA KOHLI & CHARLES ASSISI 


MUS E ME 






We wont be sur- 
E 








| huna Bhabani-Akhtar (who will teach 


and roped in Raveena | 


them what hairstyle is all about) and 
Leena Singh (for the wardrobes). Mean- 


| while, president Sanjay Pugalia anda 





team of senior TV journalists are train- 
ing the new bunch on diction — how 


| the'R'soughtto be rolled, for instance. 


“We have to build their brand equity 


| anditis important for people who'll 


soon be household names to look 
good,” offers Kohli by way of explana- 
tion. Sceptical journalists werent too 
impressed initially. However, they're 


_ sold on the idea now. While the teams in 
| Delhi and elsewhere have been put 





through their paces, Mumbaikars will 


| get their dose of 'elegance' from 10 Feb- 

| ruary. And by the way, some 'senior 

| journos have even got their moustaches 
| shaved off! 


E 
SUPRIYA KURANE 





Fit and forget. 





In the Power Transmission Industry, Fenner has always led the market. 
Eight out of ten vehicles in India have either a Fenner belt or a Pioneer oil seal. 


Fenner has many firsts to its credit. Like HSS technology for elongation free belts, 





Raw edge cogged belts, Timing belts, PTFE oil seals, the revolutionary 
Taper lock pulleys and couplings for easy fitment and removal etc. to name a few. 
ISO 9001, QS 9000 and API accreditations stand testimony to Fenner's 
commitment to quality. But the accreditation that Fenner cherishes most is the 


stamp of approval of millions of Indians. 








Fenner (India) Limited, Khivraj Complex II, 480, Anna Salai, Nandanam, Chennai - 600 035, Tel: 2431 2450-58, 
Fax: 2434 9016, 2432 0193, E-mail: fenncorp@vsnl.com Website: www.fennerindia.com Less da dE 






RANJEEV C. DUBEY 


TOWARDS A CIVIL SOCIETY 


OW that the Ministry of Law is back to being steered | the intent to produce mopeds. He appointed some deal- 

by a lawyer as pragmatic and experienced as Mr | ers, opened an account with a large bank, made some 

Arun Jaitley, perhaps it is time to ask ourselves what | bookings, took in initial deposits and then disappeared 

should be uppermost on his agenda. Itis true thatIn- | with the money. The police investigated this case. 

dia faces many legislative challenges today — | Sometime in 1986, the banks assistant manager submit- 
changing global and technological realities and WTO oblig- | ted to the police a signed statement of account pertaining 
ations among them. But all this pales into insignificance | to these initial deposits. That, as far as the bank was con- 
when we consider that we are yet to make India a civil soci- | cerned, was the end of the matter. 





ety responsive to and respectful of its citizens. We have to In February 2002, 17 years after this official had signed 
get rid of predatory laws that impede progress by increasing | this statement of account, the bank received a summons 
the cost of business and pitting citizens against the state. from a magistrate requiring this official to attend the court 


We have on our statutes a thousand onerous provisions | and prove his signature on the statement of account. This 
where the breach of the most minor of infractions leads to | official was now the regional head of the bank's West 
frightening consequences. Let me give you one small and | African operations. The bank appeared in court, filed an 
very endemic example. affidavit stating that this official lived far away, pleaded 

Section 18(2) of the Minimum Wages Act requires every | that he had no personal knowledge of the 'crime' and 
employer to display an extract of this statute on an office | requested that another bank official be permitted to prove 


wall. An employer who does not display this infor- the document. The magistrate observed that it was 
mation can be fined the princely sum of for the prosecution to decide if it would 
Rs 500. In the summer of 2002, an inspec- accept a substitute witness. 

tor visited a minor office of the Indian This led to extensive confabulations 
eui 5s ; PE m ee WE MUST GET RID E d Aon a dud 
and found that this mindless notice e at he wante is official in 
was not to be seen on the wall. This OF PREDATORY LAWS court. Completely frustrated and 
E UMENT. — TMIMUEMETE — DE 
retaliation, he filed a complaint with COST OF BUSINESS AND prosecutor, the bank went back to 
the Metropolitan Magistrate who the magistrate. What they received 
issued summons to all directors PIT CITIZENS AGAINST in return was a non-bailable warrant 
including two  non-executive THE STATE for the arrest of the official. The bank 
Americans, one of whom was the global appealed to the High Court, asking that 
CEO of the global shareholder. Naturally, the warrants be quashed and the bank be 
the company appeared before the magis- allowed to provide another witness. The 
trate and asked that it be permitted to pay the High Court ruled against the bank! 

fine and end the matter. It also asked that its directors be | Mind you, the decision itself is completely legal: this is 


exempted from personal appearance. The magistrate was | exactly how our Evidence Act is structured. The bank is 
not amused. She stated that the court would be happy to | now plan to fly this senior official into India and I would 
accept the plea of guilt after the directors had personally | expect this visit to cost Rs 2 lakh. I would also not be sur- 


appeared and obtained bail! prised if he is not examined when he appears for one of a 
The company could not understand why it needed to | hundred reasons! 
fly 12 directors to Kolkata in order to pay a fine of Rs 500. It I am delighted when our law ministry addresses the 


appealed to the High Court. The High Court was sympa- | complex issues that face us as a dynamic society in transi- 
thetic and directed the magistrate to accept the plea of | tion. But I would be more delighted if we could address 
guilt without the directors being personally present. The | the simple issue of getting rid of laws that prey on our own 
case had a happy ending, but it cost several lakhs of | citizens. I am aware that this is a difficult task but while we 
rupees to achieve that happiness. are preoccupied with addressing the future, we should not 
The truth is that similar cases do not always have | omitto address the glaring evils of the present. 
happy: endings. The irony compounds itself when this’ tnig . — 7 —. 5 04. u o os 
happens in a case where the victim is not even guilty of Ranjeev C. Dubey is a practising lawyer and managing partner of 
anything. Let me tell you another tale. New Delhi Law Offices (South). He can be contacted at ranjeev- 
In 1984, an Indian promoter started a company with dubey@yahoo.co.in. 
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It’s like winning an Oscar for 
‘Quality of Management Performance’ 







Trophies 

Grasim Industries - Vikram Cement 

HDFC 

Indo Gulf Corporation - Fertilizers 

Infosys Technologies 

Reliance Industries - Hazira 

Satyam Computers 

Thai Acrylic Fibre 

University Institute of Chemical Technology 








IMC Ramkrishna Bajaj 
National Quality Award 2003 


An award that enables organizations to benchmark their business 
practices against world-class criteria. 


The award will be presented in three categories: 


Manufacturing 
Service 
Small Business 





Makiss 


Last date for submitting Eligibility Determination Form: 
31st May, 2003 


Last date for submitting Award Application: 
31st July, 2003 


All applicants will receive a detailed Feedback Report 
outlining their strengths and areas for improvement bya 


team of trained and certified experts - a very cost-effective feedback 


report indeed! 

Unique Opportunity: Eligibility Determination Forms received by 
20th April, 2003 will be given complimentary seats 

for a two-day programme on Understanding the Award Criteria. 


On request, IMC could also organize a one-hour complimentary Award 


Overview programme for Top Management outlining the criteria and 
the philosophy of the award. 





For details and application brochure, contact: 

Dr. Geeta Bharadwaj, Executive Director, Quality Cell 
Indian Merchants' Chamber, IMC Marg 
Churchgate, Mumbai 400 020 
Tel: (022) 2202 5438 / 2204 6633 
Fax: (022) 2204 8508 / 2283 8281 
E-mail: qualawardGMCnet.org 


Past Awardees 


Certificates of Merit 


Grasim Industries - Vikram Cement 
Hindustan Lever - Chhindwara 
Larsen and Toubro - EPC Projects 
Hindustan Lever - Kanhan 

Indian Rayon - Rajashree Cement 
Indo Gulf Corporation - Fertilizers 
Wirecom (India) 

Thai Carbon Black 

Hi-Tech Carbon - Gummidipoondi 
Bharat Petroleum - Refining 

i-flex Solutions 

SUMUL 

Hindalco Industries 

Chemical Process Equipments 
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Whats Stop 


Tony Joseph: India has had two periods 
of heightened expectations. One was in 
| the early 50s, in the first flush of Inde- 
pendence. Nobody at that time would 
have doubted that 50 years later, India 
IN ASSOCI ation V nth dh ® would be a developed country. But we 

T || i — —— | tooka wrong turn and ended in a blind 

"he | at alley. The second period of heightened 

idis expectations was in the early 90s, when 
we broke from the shackles of socialism. 


the Bw pounotable: 4 








This is the fourth in a series of roundtables ee oe r batiuad. 
e . | proaching a period of heighte d expec- 
that Businessworld has held on issues of E PT idest he thtre fu 









Photographs: DINESH KRISHNAN 


à ; : $ ou sense of swelling national belief that In- 
current significance. The topic this time: dia is destined for higher levels of 
; s ; ; growth. And this time the expectations 
What's Stopping Us?’ — from growing faster, ae ao acceso eure. global-scale 
performance. There are global-scale 
1 1 1 1 1 companies being built right here. India 
from thinking bigger, from beating China... It ig getting a new brand identity on the 
. evt. . back of its IT skills. And the Indian dias- 
was held in association with The Indus pora has proved what Indians as individ- 
a À , uals are capable of. The question before 
Entrepreneurs (TIE) in New Delhi the panel is how to make sure that this 
_ period of heightened expectation does 
| notend as earlier. 

| I would like to structure this discus- 
| sion a bit. First, I would like to look at 
why this panel thinks a much higher 
growth rate is possible, if indeed it thinks 
| so. Second, we need to look at what is 
| standing in the way of achieving this 
growth rate whether it be political, struc- 
tural or economic factors. Third, what 
do the government and corporations 

need to do to achieve this objective? 

I would ask Professor Prahalad, who 
has for long argued that what stands be- 
tween India and its rightful place in the 

| world is a lack of imagination, to begin. 

| C.K. Prahalad: At the outset I would like 

_ to say that we ought to ask what would 

| bethe debate that is appropriate — what 

| is possible, what is necessary or what is 
The Panel: (L-R) Jairam Ramesh, secretary, Economic Affairs Department, Congress . ien Ifyou mise with what is possi- 
Party; N.K. Singh, member, Planning Commission; Tony Joseph, consulting editor, — S, NDUSEXITRES eund pracuses pasi 
Businessworld; Rajat Gupta, managing director-worldwide, McKinsey & Company; | Be baie I would much uer Fa nn t 
Professor C.K. Prahalad, University of Michigan Business School; Kanwal Rekhi, [ A W ayas TA proT Me 3 
president, TiE Global; and K.V. Kamath, managing director and CEO, ICICI Bank Ben ithe c+ ANG AMANU Ep 

| economic security to citizens. More im- 


MAGAZINE OF THE NEW ECONOMY £ \ BUSINESSWORLD 17 FEBRUARY 2003 


THE BW ROUNDTABLE 





ping Us? 


portant, if we want to be a super power, | 50 years. Because of the Harrod- 


we need to ask, what is desirable? So if 
we turn the discussion to that, we would 
have a very different discussion. Then it 
would not be about whether 10% growth 
is possible, but that 10% is necessary. 
Therefore, the debate would be ab- 
out how we can do it, rather than whe- 
ther we can. I would also like to suggest 
that if we stay with what is possible we 
are likely to stay with the art of our cur- 
rent knowledge base rather than invent 





new practices. So I would like to shift the | 


debate from a budgetary orientation to 
one of innovation, creativity and ‘next’ 
practices (as opposed to ‘best’ practices 
— Editor). Twenty years ago, a debate on 
whether a consistent 10% growth is pos- 
sible or not would have been viewed as a 
non-issue because nobody had done it 
before. Now we cannot say: ‘We cannot 
do it’ because someone — China — has 
been demonstrating for 20 years that it 


can grow consistently at 10%. We can de- | 
bate all we want, about their institution- | 


al basis, their economic systems, etc. 
The fact is that we have to find our Ways 
but we cannot walk away from 10%. 

N.K. Singh: To some extent, one can al- 
ways debate what is possible and what is 
desirable. But there should not bea huge 
hiatus between them because what is 
desirable has been said not only in the 
context of the new five-year Plan strat- 


egy that we have just embarked upon, | 


but also in successive Plan strategies. 
There will be very little difference of 
opinion in the country about what is de- 


sirable. The real difference would be | 


about how to get a very high growth tra- 
jectory. When we begin to look at how, 
(that) is when the constraint of what is 
possible will limit what we regard as the 
horizons of the desirable. 

Tony: Jairam, in the political system, 
why isn’t growing at 10% not a politically 
feasible, combustible idea? Why isn't 
there a clamour for it? 

Jairam Ramesh: First of all, this whole 


debate on 796, 8% or 10% is bogus. Ithas | 


been going on in this country for the last 











_ rate and then deriving everything 


| ture and so on. I hope we shift the 


Domar model, you fix an exoge- 
nous growth rate, you assume an 
ICOR (incremental capital-output 
ratio), you work out an investment 
rate, and then you say (that) with 
this investment, you have domes- 
tic savings and, therefore, if you 
are going to get foreign savings of 
this much... — this is a totally bo- 
gus model. It has not worked. 
Countries with savings rate only as 
much as India, like South Korea in 
1960, ended up growing three 
times faster. You have to get out of 
this fixation of targeting a growth 


from it. I think growth rate is a con- 
sequence of a whole set of policies 
that you adopt in industry, in edu- 
cation, in infrastructure, in agricul- 


debate from the macro sector 
(which the 10th Plan is trying to do) 
to the micro sector. 

Shift the debate from a national 
growth rate to the states. Gujarat, for ex- 
ample, has been growing at 896 for the 
last so many decades and so has Maha- 
rashtra. Let us focus on building global- 


class companies, education of excel- | 


lence, building infrastructure which will 
deliver power, water, roads and so on, 
and generate jobs in the process. This 
fixation on growth rate is really a deriva- 
tive of Soviet-type planning. 

Rajat Gupta: I agree with Jairam. Growth 
rates are ultimately an outcome of ac- 
tion. The question is what actions are we 
taking and are they being taken in the 
right fashion and producing the right re- 
sults. Having said that, I think an aspira- 
tional growth rate is important to have 
because it focusses the mind... 


. Tony: The issue of setting an aspira- 


tional goal behind which you get the na- 
tion, you can't get away from it, can you, 
Jairam? 

Jairam: Yes... but in a deeply stratified 
nation like ours, it is difficult to have 
Japanese-type objectives, where in 1950 





* We cant say we cannot do it — 
China has been showing for 20 
years that it can grow at 10% ?? 
C.K. PRAHALAD 





their objective was to double the per 
capita income. In a country where we 
are busy rewriting textbooks to prove 
what we were 3,000 years ago, in a coun- 
try which is deeply divided by religion, 
caste, language, regions, some of these 
messages may appeal to certain sections 
of society. Whether they can mobilise a 
nation behind that one objective, I am 
not so sure. But it is worth trying. Politi- 
cal parties have a responsibility to use 
economic issues for electoral mobilisa- 
tion. But the fact is that very few political 


| parties have done this. The only Indian 


politician I know who did it was Pandit 
Jawaharlal Nehru, who used that in the 
50s to build a national commitment to 
planning and development. Indira 
Gandhi's 'Garibi Hatao' was an attempt, 
but it largely remained a slogan. It trans- 
lated itself into a large number of pro- 
grammes which were not sustainable 
fiscally because the resources were not 
generated out of growth... 

Tony: We will come to the hurdles of the 
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past and the things that ought to be 
undertaken later. But I would like to 
take this argument to its logical con- 
clusion: whether we need an aspira- 
tional goal at all. 

N.K. Singh: But we have an aspira- 
tional growth rate. Professor Praha- 
lad may think of an 8% rate (the 10th 
Plan growth target — Editor) as aspi- 
rationally modest, but an 8% growth 
rate in the next five years would 
amount to a doubling of the per 
capita income. It represents that 
kind of collective aspiration. 

Tony: Mr. Kamath, are we setting 
our sights too low? 

K.V. Kamath: Let me address the 
first question first: do we need an as- 
pirational goal? We need it because 
we need something broad to which 
we can aspire. Having said that, 
Jairam made the point very well that 
we have been spending a lot of time 
debating the nuts and bolts, then 
maybe getting into a state of despair 
saying that we don't have all that it 
takes to get there. I would say that the 
nuts and bolts equations are age-old and 
not really applicable to today's world. 
That is getting more and more apparent 
to us. So, where is the problem? 

Itis a mindset problem, frankly. If we 
can clear the mindset problem and then 
start addressing the policy issues, we 
should be able to get between 896 and 
1096 without too much trouble. 

Let me illustrate this. First, are we 
counting right in saying that our growth 
rate is X? I have great doubts. Because I 
believe that from what we are seeing in 
our business, growth is significantly 
higher than what has been counted. For 
example, the area today which is grow- 
ing the fastest is retail services, where we 
are seeing almost 5096 growth. No spec- 
ulation, it is all going to first-time buyers 
of goods and services who are buying it 
to use it and who are buying it after a 
fairly detailed analysis of affordability. If 
we look at the basket of goods and ser- 
vices they are buying and try to see what 
their weight in the real sector is, we will 
find that it is completely out of align- 
ment. Very probably it was set 15 years 
back and has not been corrected. That is 
one thing we need to look at. 

Then we have to look at what is dri- 
ving us today, why we are seeing 6-796 
growth in the real sector this year. 
Clearly, our clients are coming back (it 
started in the last six weeks) and they 
want to expand. There is a resurgence in 
terms of what is happening in the real 
sector. It runs across the industry. 

Having said this, what is it that has 


** We have to get out of the fixation 
of setting a growth rate and 
deriving everything from it ?? 
JAIRAM RAMESH 


| 
| 








changed in the last two years? One key 
driver is the road project as we find con- 
struction equipment is growing at 5096 
(compound) in terms of demand. If we 
can keep the momentum going with the 
rural roads project and have infrastruc- 
ture projects which will do public good, 
that would provide us an immediate en- 
gine of growth for the near term. 

Let us clear the mindset issues that 
are there, let us focus on a few key sec- 
tors where probably the lead has to be 
taken by the government and then let 
things go on their own. Momentum will 
be created in the other sectors through 
this. In the retail sector, the only thing 
that the government did was provide 
subsidy on mortgages or tax shelter on 
mortgages. And today, this sector has 
become a major contributor. 

As regards policies, could the govern- 
ment think of the retail sector which is 
driving the economy today; should we 
look at reducing the excise duty from 
16% to 8%? Somebody should estimate 
its impact on this sector. 

Tony: Are you saying, one, that we are 
growing faster than we think we are; and 
two, we are under-stretching ourselves? 

Kamath: We are growing faster than we 
think. That is very clear. The other rea- 
son why there has been this momentum 
in the last two years — this is again based 
on observation of China and the Far East 
in the late 80s to the mid-90s — is that as 
you cross the per capita income of $500, 
the disposable surpluses in the hands of 
individuals get redeployed in different 
ways from what they used to be. That is 








what starts driving a set of economic 
activity. If we can identify this prop- 
erly and facilitate it, we will be able 
to jump one rung in terms of growth. 
Prahalad: I just want to add to what 
Mr Kamath has just said. I think 
there is some magic number even in 
China. Rajat has talked about the 
domestic consumption in China. 
That took off when you crossed 
about $600-700 dollars per capita in- 
come. There is an inflection point 
here which I think is very important. 
I also want to come back and say 
it is not a number we are talking 
about. We are talking about mindset 
change, that we can create capacity 
in our country to grow at rates which 
we cannot imagine. Ten years ago, I 
started talking about creating Indian 
multinational companies. It was 
called the ‘Windsor Club’. It looked 
crazy. Today, in the tenth year, we are 
going to talk about how to manage 
global companies out of India. Asian 
Paints is in 22 countries. Then again, 
ICICI. I can go on, naming every com- 
pany that we are involved with which did 
not believe that they could be global 
companies. Today all of them are. Be- 
cause somebody said we have to do 
something about becoming global. I 
think 1096 is not a number; 1096 is the 
way to focus us on creating an urgency. 
N.K. Singh: Let me ask you an adversar- 
ial question Professor Prahalad. Do you 
think in our country, given the frame- 
work and the state of development, 
there are any serious electoral penalties 
for governments pursuing policies 
which foster very modest rates of growth 
as compared to what could be? So far, 
the record demonstrates that there has 
been next to negligible electoral penalty. 
Prahalad: | think that is a very danger- 
ous line of thinking. Let me tell you why. 
You could contain information 10 years 
ago. Today you cannot. With wireless, 
with television, with the proliferation of 
newspapers and more literacy, people 
are going to ask interesting questions. 
Why not me? Ordinary people in Uttar 
Pradesh and Bihar are going to look at 
Karnataka and Andhra Pradesh and Ker- 
ala and say, why not us? I think you are 
going to... 
N.K. Singh: Well, I hope so... So far the 
record does not seem to bear out that 
contention. 
Kanwal Rekhi: You are coming back to 
the issue of what is possible. Who would 
have thought that world-class IT indus- 
try was possible in India 10 years ago? 
Who would have planned it? I used to 
laugh at it, to tell you the truth. When 
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people like Narayana Murthy came to 
talk to me in the late 80s, I said: ‘Give me 
a break, you will do software develop- 
ment for us in America!’ 

I might add, we have achieved 7.596 
before, we are doing 696 even without 
trying right now... we have not even 
started reforming. We have not even 
started to say growth is good per se... 


Tony: In terms of models at work, 
Jairam, you have worked with various 
state governments and there is a wide 
difference in the performance of various 
states. States that have done well, what 
have they done right compared to the 
others? 

Jairam: What has happened in the last 10 
years is that regional variations have 
come into much sharper focus. Clearly, 
peninsular India starting from Andhra 
Pradesh and ending with Gujarat is one 
India. That is the India where political 
parties come, political parties go, but the 
economic agenda remains pretty much 
the same. In Tamil Nadu, for example, 
whether it is DMK or AIADMK or 
MDMK, the basic philosophy of Tamil 
Nadu' economic underlining does not 
change. The same in Karnataka and Ma- 
harashtra, the same thing in Gujarat. So, 
basically from Andhra to Gujarat, that 
part of peninsular India, is one India 
which is the 6-896 India, they need to get 
on to higher aspirational levels, but they 
are the 6-8% India where politics takes 
the backseat and even if there is politics, 
itis the politics of growth. 

There is a second India which is 
Rajasthan and Madhya Pradesh, 
that part of India where the backlog 
of development is huge, where there 
is tremendous poverty, tremendous 
feudalism, but because of the politi- 
cal leadership that Rajasthan and 
Madhya Pradesh have had, they are 
no longer part ofthe bimaru states. 

Punjab and Haryana are the 
third set of states. They are rich 
states which have screwed them- 
selves up in the last 10 years because 
of the crazy policies that successive 
governments have adopted. 

Then you have Uttar Pradesh, Bi- 
har, Assam, West Bengal and Orissa, 
where 65-70% of your poor are and it 
is in these regions that you need the 
maximum social and physical infra- 
structure. If this region does not 
grow, you are not going to get your 8- 
10% growth. 

Tony: The states which got it right, 
how did they do it? 

Jairam: There are complex factors. 
In these states, the social revolutions 


go back a hundred years; the transfer of 
power from the Brahmins to the lower 
castes took place in relatively benign 
times, they have had a history of social 


reforms, the whole social environment | 


in these areas was different. And it was 


not just the last 10 years. They had along | 
headstart. Gujarat and Maharashtra are | 


also the areas which got industrialised 
first. Andhra had a very good political 
leadership in the 50s. Karnataka had ma- 
jor public investments. So you can't just 





say thatin the last 10 years, this Indiahas | 
taken off. But in the last 10 years cer- | 


tainly they have taken advantage of op- 
portunities of globalisation in a much 
more concerted fashion. 


Tony: I think we have a sort of division — 
on my left hand side there is a vision 
based on what we need to achieve, and 
on my right hand side is a vision based 
on the political realities. How do you 
marry these two? 


Prahalad: I will first let Kamath go be- - 
cause he lives here. He understands it | 


much better than I do. And I will ever do. 
My advantage is I don't know all the de- 
tails... Sometimes you have to take a dis- 
tance to understand the opportunity. 
But since Kamath lives here, he has both 
the sides, a little bit of CK and a little bit 
of Jairam. 

Kamath: I really don't see the divide. 


There is a broad agreement on a whole | 


lot of issues. On whether there should be 
an aspirational target, I don't think there 
is any dispute at all; that itis a mindset is- 


* We will outstrip the ability to 


we focus on education ?? 


RAJAT GUPTA 





create the talent we need... unless 





sue, I don't see any dispute at all; but I 
guess what I heard both Kanwal and CK 
saying earlier is that mindset is really the 
issue and if we can remove that, we can 
proceed at a much greater speed, 
notwithstanding the problems which we 
may have in UP Bihar, or Orissa... 


Tony: If I were to go on to what needs to 
be done, one way is to look at China's ex- 
perience in the last 20 years. There are 
still a large number of things that China 
hasn't got right. But the point is, it still 
has done enough things to take it on to a 
much higher growth path. 
Kamath: I want to make a quick com- 
ment on this. Sometimes we take a view 
very early in the game. We do not know 
how the endgame will work out. Look at 
the South-east Asian crisis. Two years 
before the crisis, no one was talking 
about it. Again, in China they have an 
NPA (non-performing assets) crisis. I 
have talked to many central bankers and 
no one is saying that itis a problem. That 
is horrifying. Their NPA is 6096 of GDP If 
we talk of NPAs which are less than 5% of 
GDP a flag is raised saying: ‘Can you ab- 
sorb it?’ Sixty per cent of GDP.. It is well 
recognised that it will add to the deficit 
two years or five years from now... Even 
then they could grow at 1096 for the next 
10 years. I'm not saying we are better off, 
but you don't know what the endgame 
will be... 
Kanwal: Just to give you a couple of star- 
tling facts, I was in Malaysia last January 
for the launch of our chapter there. It 
was an eye-opener for me that 
Malaysia had a per capita income of 
roughly $4,000 while India's was 
about $500. When you are growing 
at 8%, your net growth is 6% and it 
takes you 11 years to double it, not 
five or six years. So let us not fudge 
our numbers here; 1096 growth will 
give you double in nine years with 
296 population growth. At the pre- 
sent rate of growth, how long will it 
take before we reach $4,000 income 
per person? Just to compare China 
with India, China has about twice 
the per capita income of India at 
$1,000 and they are growing at about 
8-9% with no population growth. We 
are growing at 6% with 2% popula- 
tion growth, our net growth is about 
496. At this rate, they will double 
every 18 years, on top of what they 
are. In 18 years, China would be 
eight times the number where we 
are right now. 

The point I' want to make is that 
wherever we have liberalised, auto- 
mobiles being the classic example, 
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the results have been spectacular. So 
where is the problem? 

Tony: When we look at China and the 
pace at which it is growing, is it not obvi- | 
ous to the leadership or the bureaucrats 
that this is a huge issue which will stare 
us in the face 10 or 20 years from now? 
Two, what are the lessons that one could | 
learn from China? 

N.K. Singh: To answer your first ques- 
tion, certainly it is a fact that beyond a 
point the comparison between India 
and China does not really make a very 
constructive contribution to the further- | 
ance of debate. We recognise that the | 
gap between India and China has not 
only grown in the last 15 or 20 years, but | 
is also likely to grow exponentially. The 
lesson to draw is the more positive one: 
what are the kinds of policies that the 
leadership needs to pursue to enable us 
to catapult to the kind of rates of growth 
which would bring us substantially 
closer to China's? I think those policies 











have either been delineated or are sub- | 
stantially under implementation. 

The four or five issues to which we 
need to devote attention are: first of all, | 
the issue of how to get a fair amount of | 
fiscal rectitude in the system. Most state 
governments are living beyond their | 
means, have huge contingent liabilities, 
large borrowings, they certainly need to 
get their tax structure in order, certainly 
need to change the quality of their ex- 
penditure. That is a fundamental issue 
on which there seems to be a fair 
amount of consensus. 

Second, we need to deregulate much 
more, particularly in the area of infra- | 
structure. Telecom is a success story, we 
are doing a tremendous thinginthearea | 
of roads. I agree with Kamath that ifthe | 
programme of the Golden Quadrilateral | 
was extended to the North, South, East | 
and West and replicated also through | 
the Pradhan Mantri Gram Sarak Yojna, it | 





will make a difference. We need to do 
that for ports. Civil aviation policy needs 
to be dramatically different. We need to 
do this in all areas of infrastructure, get 
government out of them. 

Third, at the conceptual level, we 
need to look at our education and the so- 
cial sector quite differently. Certainly the 
government has an obligation, but that 
obligation needs to be discharged in a 
different way. Education is not merely 
about money, it is about much greater 
involvement of beneficiaries, of parents, 
and teachers, in a management struc- 
ture which will enable the children to de- 
rive full advantage. Otherwise you will 
have non-existent teachers, and if you 
have teachers, you won't have black- 
boards, if you have a blackboard, you 


| won't have a roof. Even the parents’ or- 


ganisations have not been sufficiently 
involved in primary education where 
money needs to be more purposefully 
used. As far as higher education is con- 


We are growing faster 
than we think we are...We 
have to look at what is 
driving this growth ?? 
K.V. KAMATH 





cerned, much greater public-pri- 
vate partnership needs to be fos- 


philanthropy. We certainly also 


We need to look at our health sector. 
We need to reform our urban sector. We 
have a programme now on how to get 
the urban sector really free. We need to 
persuade states to adopt policies in 
which, let us say, the Urban Land Ceiling 
Act is scrapped, we have more modern 
stamp duties and property transfer laws, 
we have all those components which 
will allow the urban sector to grow. 

In addition to that, we need to take 
certain other broad measures like labour 
policies. We need to have more sensible 
policies on freeing up the small-scale 
sector. If we add up the macro policies 
and some of the structural reforms in 
which the thrust has to be greater dereg- 
ulation and much better utilisation of re- 
sources, I think we will have India on a 
much higher growth path. 

Rajat: One thing that I have been observ- 
ing for a decade in regard to both China 


don't have a culture where private | 
and public sector can have a part- | 
nership in the areas of higher education. | 





tered. We do not have a culture of | 











and India and especially here, is that we 
need to pick up pace. Frankly, we know 
what the answers are. It is the will to get 
things done (that matters). Just take pri- 
vatisation. Maybe there are political 
compulsions. But somehow the political 
leadership and the economic leadership 
have to improve the pace of these things. 


Tony: I would like to move on from what 
the government needs to do, to what in- 
dustry needs to do to. In China, a lot of 
foreign capital that is coming in is essen- 
tially Chinese capital coming back. What 
that means, however, is that the Chinese 
are confident enough to invest in their 
own country. What is stopping Indian 
industry from investing? 

Kamath: We need to look at a few funda- 
mentals here. Capacity will expand in 
the real sector when an entrepreneur 
sees an opportunity to make good. I 
guess that the last decade was some sort 
of a shock for the entrepreneur because 
one of the very comfortable ways of do- 
ing business was suddenly disturbed in 
the mid-90s. And then you had global 
competition. It became a double wha- 
mmy. The serious Indian entrepreneur 
is now coming to grips with it, he is try- 
ing to understand how to compete with 
global players. Once that process is com- 
plete, we will see that economic activity 
will start in terms of investment propos- 
als and so on. I am already seeing the 
first signs of it. People are coming and 
talking about increasing capacity, set- 
ting up capacities. I don't think they have 
still learnt all that they ought to do and 
there is probably more optimism than is 
warranted. But it will happen. A combi- 
nation of foreign direct investment, 
maybe round-tripping and maybe do- 
mestic investment will happen, because 


_ once they see the opportunity, entrepre- 


neurs will invest. 

Jairam: While it is true that new capacity 
is not being set up, if we allow the merg- 
ers and acquisition process greater free- 
dom and speed, you will see a faster re- 
structuring of Indian industry. Steel is a 
classic example. Here you have Tisco 
waiting to take over these companies, 
but the old entrepreneurs will just not al- 
low that to happen. If we are really inter- 
ested in the short run, if you remove 
some of these constraints and allow 
faster mergers and acquisitions and get 
this damn BIFR process out of the way, 
you will find successful Indian compa- 
nies taking over small and medium 
companies and turning them round and 
you will be adding to your growth rate, 
your jobs and national wealth. 

Kamath: Let me supplement that. I 
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clearly see sweating of capital, efficiency 
improvement. In the last six years, we 
have seen a learning process in India. 
Maybe it has a little distance yet to go. 
But if you look at any industry across the 
sector, it has sweated both capital and 
internal efficiency and is trying to 
benchmark with the West. 

Kanwal: | think you need to make India a 
much more attractive destination for 
capital. Why should we differentiate be- 
tween Indian capital and any other capi- 
tal? If you start with the simple policy 
that any investment in India that creates 
jobs for Indians, provides better services 
for Indians is good, then I don’t see why 
you should have any problem getting in- 
vestments in India. 


Tony: Rajat, your firm has worked with | 


almost all major groups in India; what 
are your observations? 

Rajat: The first observation I will make is 
not from serving the major groups here, 
but all the major groups round the 
world. I have had lots of discussions with 
CEOs of Fortune 500 companies around 


the world. I have to tell you that, even | 


though I am from India, when I sit down 
across the table from them, they do not 
show much interest in India. Only in the 
last couple of years, have BPO and soft- 
ware put us on the map, in general as a 
marketplace, as an opportunity to in- 
vest. I make two trips a year to China, it is 
quite amazing that you have regular 
business forums where CEOs of25 ofthe 
100 largest companies show up. I ven- 
ture to add that there is no such event in 
India where anybody would show up. 
The fact is that we need to do a hell of a 
better job of marketing. We have an in- 
credible number of strengths we don't 
market properly and we need to improve 
alot. 
Prahalad: The best way to make India 
very attractive for non-resident Indians 
to invest is to make India very attractive 
for multinationals. If multinationals 
start investing, Indian investments will 
also come. We should not look at it as a 
lead investment. We should look at it as 
follow-on because Indian investors are 
going to be a lot more conservative be- 
cause they understand a lot more about 
the problems in India! 
Kamath: Let us look at a few sectors and 
see what is happening there. Clearly, in 
terms of making India an export base, 
we have not had our act right. It would 
not have taken that much money; it is 
just organising, especially the import- 
export process. That has to be corrected 
to get the multinationals in if we are to 
talk about seeing India as an export base. 
But having said that, India as a dom- 














estic market is going to be attractive. We 
have seen it in automobiles and two- 
wheelers. We are now seeing it in con- 
struction equipment. Two weeks ago, | 
saw the construction equipment show- 
case in Bangalore. Most Indian compa- 
nies in the sector have been bought out 
or have strong foreign partner invest- 
ments. My question was, is the equip- 
ment foreign or manufactured locally? 
The answer was, this model is today im- 
ported, but in a year, it will be 60% indi- 
genised. Why? Because it is going to be 
60% cheaper when it is indigenous. So 
clearly, the competitiveness is there to- 
day. But it will get reflected in the domes- 
tic market aspirations of these people in 
the first place. Once they are comfort- 
able and we get our act right in facilitat- 


tioned, that if you have a pro-investment 
climate, automatically the investment 


. will come. For the last 20 years, we have 


ing their import-export businesses, we | 


could see India as an exporter. But un- 
fortunately, we will see India first as a do- 


mestic market because we have lost | 


what could have been an opportunity in 


tt There has been little 
electoral penalty for 
pursuing policies that 
foster modest growth ?? 
N.K. SINGH 


the last few years. 

Kanwal: I want to disagree here. 
When China started to open up, 
people came and set up huge 
plants seeing the lure of the Chi- 
nese domestic market. Then they 


discovered that there was no local mar- | 
ket and they were forced to export. We © 


ought to use the same thing. We have a 
sizable market. We have export reserva- 
tions and you cant sell in the domestic 
market... This is all nonsense. We have to 
use the lure of our local market. The In- 


dian market is not large enough in the | 
beginning. So they will export. Let it be © 


their problem. 
Jairam: I want to make a point here. 
Overseas Indians are great remitters and 


not necessarily great investors in India. | 
We get about $9 billion of overseas Indi- | 


ans’ remittances a year. Plus we have | 


about $20 billion of NRI deposits. NRI 
deposits frankly, are just 'round-trip- 
ping capital — it is actually Indian 
money that goes out and comes back. In 
terms of investment, you are right, there 
is no comparison between the overseas 
Chinese and overseas Indians. I think 
the answer there really is like CK men- 


got our act wrong. We want to tailor our 
policies to foreign investors, NRI in- 
vestors, for OCBs. We have just got to 
have a pro-investment policy. 

On the point that Rajat mentioned 
on China, the big relocation of manufac- 
turing that you are seeing in China is pri- 
marily now being fuelled by Japanese 
companies. The American companies 
are a little more wary. 

Rajat: Nobody has made any money in 
China... 

Jairam: Yesterday CK and I met the CEO 
of Tecumseh, who is now going to relo- 
cate its entire manufacturing facility to 
Hyderabad. They are closing down 
Tecumseh USA and relocating it to Hy- 
derabad. 

Kamath: We are in much better position 
than what happened in South-east Asia. 
There they positioned themselves as ex- 





porters as domestic demand could not 
take more than 15% (of production). It is 
the reverse in India. And if we go back to 
that inflection point that CK mentioned, 
it is happening today, as we see it before 
us. There will be more and more reason 
for entrepreneurs to look at India in the 
way Kanwal described. By looking at it as 
a domestic opportunity first. 

Kanwal: Let me tell you one more thing. 
Once manufacturing grows, it creates a 
lot of jobs. That is when the demand 
happens. In China, the local market is 
right now awfully wonderful. The other 
point I want to mention is we have 
opened up our capital front, you can get 
the latest machinery into India, but we 
have not opened up our labour laws. The 
irony of India is that it is a labour-inten- 
sive country, but it is not creating jobs. 
Rajat: If you go into specifics, there are 
lots and lots of points. The textile sector 
is totally decimated because of labour 
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laws. And also the small-scale industry. 
And a very different point here. Our 


eye isa little bit offthe ball because ofthe | 


great successes in the service sector — 
software, BPO, etc. While these are very, 
very important, they are not going to 
solve our fundamental problems if we 
don't get competitive in the manufactur- 
ing space and agro-processing space. 


Tony: One of the key points in the McK- 
insey study that compared manufactur- 
ing in India and China was the price dif- 
ference of consumer goods. The Chinese 
are able to manufacture things at a far 
lower cost for a variety of reasons, in- 
cluding a far greater attention to innova- 
tions that bring costs down. Professor 
Prahalad, you have worked with many 
companies. Is there an innovation block 
that companies need to break through? 
Prahalad: The innovation block is crea- 
ted. When you let companies loose... 
Take ICICI kiosks, when that spreads 
across the country, it would be one of the 
most creative, innovative things that has 
happened in all of the developing coun- 
tries. Five years ago, India was anon-en- 
tity so far as ATMs are concerned. I siton 
the board of NCR, so I know that they 
look at India as the fastest-growing mar- 
ket for ATMs in the world, including 
China. India and China together will be 
40% of all ATMs worldwide. The interest- 
ing thing is that somebody started the 
process. It takes no time at all for the 
chairman of the NCR to come and visit 
ICICI. Five years ago, it would not have 
been possible. So it is going to happen. 
The biggest impediment I see is we don't 
want to talk about it. 

There is a certain amount of elitism 
in the way we treat ordinary people. Let 
me give you two examples. Why is ice- 
cream taxed? As it is considered a luxury 
good. Luxury from whose point of view? 
We can ask an interesting question: why 
is processed food taxed? It is safer. You 
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tax. Why? 
Jairam: The real focus has to be to clean 


up the labour-intensive, consumer | 


manufacturing segment, which has a 
massive potential for employment and 
where India has a big potential to be- 
come a global platform... Whether it is 
footwear or textile or food-processing or 
leather, these are all not just domestic 


| just pack it, that is all. And you attract | 





market industries, but highly export-ori- | 


ented as well. The real problem there is 
that taxation has killed the growth of in- 
dustries. The classic success story is that 
of colour TV. Ten years ago, it was con- 
sidered a luxury. In 1991, we got together 
with the TV industry and asked, what 
would it take to have a Rs 9,000 colour TV 
set in the hands of the consumer? And 
the TV industry said, you do the follow- 
ing changes in import duty and in excise 
duty. Dr. Manmohan Singh said he could 
not do it in one year, he would do it in 
three years. In the end ofit, itwas done in 
three years and the psychological 
Rs 10,000-barrier was broken. 

Rajat: This incremental approach we 
should try to do it much mote... 
Prahalad: To me, the biggest friend we 
have in India is the consumer — very 
value-driven, extremely sophisticated, 
very good shoppers and very, very fast in 
adapting technology. What they have 


done with SMS messaging in two yearsis | 


phenomenal. So the Indian consumer is 
the best friend that Indian industry has. 
Let her loose, don't constrain her. 

Tony: Rajat said earlier how we have got 
blindsided by our success in IT, and have 
ignored manufacturing. The thing to do 
for us today is to learn how to use our ex- 
isting, considerable skills in IT to make 
manufacturing more competitive... 
Jairam: Since Manu gave us our laws, 
we should have a sector called the 
manu-services, which integrates manu- 
facturing and services. The belief that 
there is a box called manufacturing and 
there is a box called services, it is 
just not valid. 


Rajat: One other thing I want to 


attention to the educational struc- 


« Why should we 
differentiate between 
Indian capital and any 
other capital? ?? 
KANWAL REKHI 


stress. We need to pay particular | 
ket will function a lot better with higher 














** We are approaching a 
period of high expectations 
again. This time, backed by 

some performance ?? 
TONY JOSEPH 





ture. We will outstrip the ability to pro- 
duce human talent that would need to 
be fed to all these things that we are talk- 
ing about. It doesn't completely happen 
through the marketplace. The other 
point is that if we don't tackle healthcare 
issues, you are going to find an enor- 
mous drain of national resources and a 
debilitating situation in terms of our 
ability to do what we are talking about. 
Jairam: Whatever success we have had 
in higher education is entirely because 
of the quality of our students. We have 
reached a crisis point in higher educa- 
tion. The competitive nature of the sys- 
tem has given this global recognition for 
our management, or engineering, or sci- 
entific, or economic education. Really, 
the depletion of human capital at the 
faculty level is alarming. You cannot sus- 
tain the higher education system that 
depends entirely on the incoming 
stream of high-quality students selected 
through a competitive process. 

Kanwal: I think we ought to go to pri- 
mary education; 2596 of the Indians are 
not going to school right now. The mar- 


education than it has in the past. But pri- 
mary education is the area where we 
must get going right now. 

Tony: I think that is a right note to end 
this, as what lies at the core of everything 
else we have discussed today is knowl- 
edge, human skills and education. I do 
not think it is possible to sum up a 
roundtable like this, so thank you all for 
being here and participating in this very 
illuminating discussion. 
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RAJEEV DUBEY 


IVE months ago, there was heated debate at the Min- 
neapolis (US) headquarters of the $24-billion engi- 
neering company Honeywell. It had just decided to set 
up a research laboratory for hardware development, 
and Krishna Mikkilineni, the managing director of 
Honeywell Technology Solutions Lab, Bangalore, had 
made a strong pitch to set it up in India. But the board 
was divided. The deliberations went on for six weeks, during 
which Mikkilineni was accused many times of bias towards his 
country. Eventually, Honeywell decided to sort out the tangle 
by sending the heads of its major businesses on a tour of all the 
potential locations. In contention were China, Mexico, Eastern 
Europe and India. After the week-long tour, the eight-member 
team voted — unanimously — for India. 

Over 70 multinationals (MNCs) — including Delphi, Eli 
Lilly, General Electric (GE), Hewlett-Packard (HP), Heinz, 
DaimlerChrysler and AVL — have set up research and develop- 
ment (R&D) facilities in India in the last five years. For some, 
like the $12.6-billion Akzo Nobel's car refinishes business, the 
centre had come even before the company had begun selling 
its products in India. Together with the laboratories set up be- 
fore 1997, the total number of MNC R&D facilities in India to- 
day is nudging the 100 mark. The trend is worth noticing as the 





Guillermo Wille, managing director of 
GE's John E Welch Technology Centre 


GE's $80-million investment in its technology 
centre in Bangalore is the largest by any 
multinational in India 
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world’s largest R&D destination, the US, has R&D centres of 375 
foreign companies. The other existing hubs are Japan (pharma, 
automobiles), Israel (pharma, agri-chemicals) and Western 
Europe (engineering, automobiles, telecom). 

The question: Is India becoming a new hub for global R&D? 

It is a preposterous question. After all, graduates from the 
six premier IITs (Indian Institutes of Technology) still go abroad 
to get a job in their super-specialisation as no suitable technol- 
ogy jobs are available in the country. The percentage of science 
students in India has halved from 32% to 15% since 1950. And 
the number of research papers — 1,200 a year — has remained 
static for two decades. So, how could India become a global 
R&D hub when countries like China, Israel, Ireland, Si ngapore, 
Malaysia and Russia are all vying for the same honour? 

Because, purely on the basis of recent activity, there are in- 
dications that India is emerging as a preferred destination for 
R&D. India may have lost the race to China in manufacturing, 
but it has taken an early lead in attracting R&D investments. 
Honeywell is not the only one to choose India over China and 
the others. According to a survey by Tokyo's National Science 
Foundation, only 33 of the BusinessWeek 1000 companies had 
their R&D centres in China until January 2001. 

But before your chest swells up with patriotic pride, let's put 
things in perspective. India's total annual R&D spend of $3.15 
billion is less than the annual R&D budgets of corporations like 
Ford ($7.4 billion) and GM ($6.2 billion). The total investment 
in the 100-odd MNC research labs in India over the last five 
years has been $800 million-1 billion. (The annual R&D spend 
of the US is $265 billion — equal to the combined total of the 
R&D spends of Japan, UK, Canada, France, Germany and Italy.) 

Clearly, India is nowhere near the big league yet. But cer- 
tainly itis emerging as a serious contender as a base for new off- 
shore R&D centres. Even Jeffrey Immelt, chairman and CEO of 
the $125.7-billion GE, who lambasted India's poor infrastruc- 
ture vis-à-vis Chinas, decided to invest $80 million to set up the 
John E Welch Technology Centre at Bangalore. (It is GE's largest 
outside the US.) The GE's China centre came a year after the In- 
dia centre and has 100 people compared with 1,600 in India. 

One point here: this story is not about IT companies locat- 
ing their R&D centres in India. That story is well-known. So we 
have focussed only on the non-software centres. That makes 
this movement stand apart from the IT software revolution. 
And as the list above shows, there's a huge amount of activity 
taking place even in areas outside software. Of the 31 labs that 
Businessworld has listed, four belong to IT hardware compa- 
nies and seven to engineering companies. The rest belong to 
diverse sectors like auto (three), chemicals (three), food (three) 
and pharmaceuticals & telecommunications (two each). 

So is India really becoming a global R&D hub? Let's go 
through the evidence first. 


Mission Critical Or Just Another R&D Centre? 


Lets make one thing clear. It would be a mistake to believe that 
all the research labs in India are at the cutting edge of technol- 
ogy. A majority of them are doing just developmental research, 
that is developing or improving on existing products. Funda- 
mental research — the kind that might lead on to paradigm 
shifts or Nobel prizes — is still far, far away. GE's centre in Ban- 
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galore does some fundamental research, but even that lab allo- 
cates only 20% ofits resources to fundamental research. 

But breakthrough fundamental research is not the criterion 
to apply when evaluating new R&D facilities. That comes later. 
There are two, more pertinent criteria. First, how big is the cen- 
tre vis-a-vis the MNC' other global centres? Second, how criti- 
cal is the job handled by the centre? 

The first is important because it establishes the volume of 
R&D work that the MNC is actually sending here. The second 
because it provides a fix on the criticality of the jobs that are be- 
ing entrusted to the Indian centres. 

So where do the new Indian labs figure? 

E GE's John E. Welch Technology Centre in Bangalore is the 
company’s largest research outfit outside the US. The centre 
devotes 20% ofits resources on 5-10 year fundamental research 
in areas like nanotechnology, hydrogen energy, photonics, and 
advanced propulsion. “These can be game-changers in the 
market,” says Guillermo Wille, the German managing director 
of the centre. He spends another 70% of the centre's resources 
on developmental projects, while the last 10% go to projects 
that require quick intervention of research teams. 

lil GE's research interest in India may be logical — it has big 
business interests in the country — but Akzo Nobel (car refin- 
ishes) has a very small business in India. Yet, its Bangalore facil- 
ity, only its third after the ones in the Netherlands and the US — 
is hiring 75 people who will form part of the 400-man global 
R&D team developing paints for the aftermarket. 

lil Monsanto has been in India for over 50 years. But after exam- 
ining China and India, it set up its first non-US research facility 
in Bangalore in 1998. Compared to the 1,700-man team that 
works in the US, the 75-member India team is small, but it is re- 
sponsible for Monsanto's R&D for Asia. 

E Twenty per cent of the world's largest passive component 
manufacturer Tyco Corporation's high-precision (up to 5 mi- 
cron accuracy) tooling is being done by its Strategic Tool Shop 
at Kochi. Tyco makes electronic connectors, wire harnesses, ca- 
bles, radio frequency and wireless systems. 

li The Rs 40-crore Gurgaon technical centre belonging to AVL, 
the world's largest auto power transmission maker, is being 
readied to do R&D for the company's Japan centre. Gurgaon is 
AVLs fourth centre outside Austria. There's none in China. 

@ Delphi has no R&D facility in China either. Its $25-million 
tech centre at Bangalore is its fastest-growing research facility. 
lil Government restrictions prevented pharma MNCs from do- 
ing new chemical entities research. But clinical trials were al- 
lowed. With 17 clinical trials (10 of them global), the Eli Lilly re- 












(Left) Prakash Kulkarni, CEO, Delphi Technical Centre India 
The $24-million Bangalore research lab is 
Delphi's fastest growing centre. It will now 
do all power products R&D for Delphi 


(Below) S. Ramani, research director, HP Labs India 

HP's 20-man laboratory in Bangalore has 
been set up with the sole charter of 
developing products for emerging markets 


search facility at Gurgaon is its largest in Asia, and the third 
largest in the world (after the US and Canada). Even Pfizer Indi- 
a's facility at Mumbai conducts 5-6 Phase II/III clinical trials 
every year. But with the government now relaxing the rules, it is 
possible for MNCs to do basic pharma research in India. 

@ Whirlpool's Pune research lab develops refrigerators and air- 
conditioners for Asia (including China), and Australia while its 
Pondicherry R&D facility is meant for washing machines. Forty 
per cent of Whirlpool's Pune research lab's resources are de- 
voted to its core research on global projects. 

ii The DaimlerChrysler Research Centre at Bangalore is en- 
gaged in fundamental and applied research in avionics, simu- 
lation, and software development. 

Other MNCs are testing the waters. The centres they have 
opened are still small. But, slowly, more critical jobs are being 
entrusted to the Indian centres. 

For instance, all Delphi power products (power lifts for large 
SUVs and sliding doors) in the future would have been born in 
India. Delphi's Technical Centre India CEO Prakash K. Kulkarni 
says: "We started at the lowest end by doing only support func- 
tions. But now we even do the entire product requirement from 
here." Even Delphi's new-age products like a passive occupant 
detection system (PODS) will be developed in Bangalore. 
PODS senses the weight of the occupant and identifies him as 
an adult ora child. And fires the air-bag with appropriate inten- 
sity to prevent neck injury to the children. 

Like Delphi, Akzo Nobel's lab in India is also busy proving its 
mettle to its parent. Its mandate: develop car paints that are 
economical to use. If successful, 'economical to use' paints 
could well be Akzo Nobel's marketing USP Besides improving 
on existing products, the facility provides the core technology 
on which Akzo develops paints for the Asian markets. The cen- 
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tre has developed a paint that is being tested at 20 locations. 

Hewlett-Packard's 20-man laboratory in Bangalore, HP 
Labs India, has the sole charter to develop products for emerg- 
ing markets — the only facility of its kind in the HP world (HP 
has six other R&D facilities). Says HP Labs India's research di- 
rector S. Ramani: "We want to do risky activities. Fundamen- 
tally, we are looking 3-5 years ahead." 

If Monsanto's India research goes well, it could develop 
'promoters' for any kind of plant. In biotech terms, promoters 
are accelerators that improve the productivity of a crop. The 
centre, set up in 1998, is also working on identifying genes that 
can make crops drought- and cold-resistant, and others that 
can enhance the shelf life of fruits, vegetables and flowers. 

And at its Pune lab, Whirlpool's vice-president for product 
development, Amit Verma, is leading the development of elec- 
tronic sub-systems to be introduced by Whirlpool worldwide. 

GE Plastics could save precious dollars worldwide if process 
improvement experiments being carried out in Bangalore at a 
miniature Lexan manufacturing plant (similar to the one at 


Cartegena, Spain) are successful. Lexan, a polycarbonate resin | 


used in optical media, mobile phones and portable keyboards, 
is one of GE Plastics' key products. Also, if experiments at Ban- 
galore are successful, GE could launch a washer in the US that 
will use half the water that conventional US washers do. 

In fact, GE's Bangalore centre also has the mandate for fun- 
damental research. If GE Plastics were to launch a revolution- 
ary product in engineering plastics, chances are that the India 
research facility could play a role in it. For, at least 30% of the 
global R&D for plastics is being done out of Bangalore. And 
two-thirds of GE Plastics' 300-member team in India is working 
on "building blocks", or, fundamental research on molecules 
that could result in new kinds of engineering plastics. 





(Above) Rajiv Gulati, managing director, Eli Lilly India 


With 17 clinical trials (10 of them global), the 
R&D facility at Gurgaon is Eli Lilly's largest in 
Asia and second largest outside the US 


(Right) Biswadip Mitra, CEO (India), Texas Instruments 

TI is the most successful fundamental R&D 
outfit in India. A digital signal processor made 
here has 50% of the world market 


MAGAZINE OF THE NEW ECONOMY 


RESEARCH 


In transportation, critical parts of GE's next generation hy- 
brid locomotive could well roll out of the hands of the India 
team working on fuel-saving technologies for transportation 
systems. Hybrid locomotive technology involves marrying the 
use of diesel and electric power to reduce emissions by up to 
4096. The GE tech centre also has a team that will develop en- 
gine control systems as well as electronics. 


But Why India? 


Most large corporations are facing a double-edged sword to- 
day. While R&D costs have shot through the roof — a drug com- 
pany, for instance, may spend up to $500 million to bring a new 
chemical entity to the market — increasingly aware customers 
are demanding more and better products at lower prices. That 
is why, MNCs need to figure out how to reduce R&D expendi- 
tures without compromising on the quality of work. Hence, the 
search for low-cost research bases. The main motivation for 
coming to India is the cost of talented technical manpower. 
The cost ofa researcher in India is four to six times that of one in 
India. Says Hans Juffermans, technical director (R&D opera- 
tions), Akzo Nobel India: "There is a high potential of very good 
technical people in India and the cost to the company is almost 
a fourth." 

Some of the most innovative R&D companies like 3M, IBM 
and HP do up to 3596 of their research outside the US. So, the 
opportunities arising out of just the US companies is huge. 
Over the last decade, the investments by US firms on interna- 
tional R&D centres has grown at an average rate of 10.1% a year 
against only 3.4% on the US-based R&D centres. 
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S. Annaswamy, president & CEO (South Asia), GE Medical 

GE Medical developed a high-resolution 
imaging machine for angiography to meet 
GE's entire global requirement 

(Top right) Rakesh Jain, president & CEO (India), GE Plastics 
Two-thirds of GE Plastics' 300-member 
research team in India is doing fundamental 
research on molecules 


(Bottom right) M.K. Trisal, president & CEO (India), GE Motors 
The motor developed and produced by the 
company is used in GE's top-of-the-line 
washers, Profile and Hot Point, in the US 


Apart from costs, the big attraction for MNCs is the vast 
pool of technically qualified manpower that India offers. Says 
GE's Wille: "The driving reason why GE has come to India is not 
the cost, but the talent pool." For instance, GE Tech Centre's 
1,600 employees include 1,100 technical experts. Of these, 31% 
are Ph.D.s and 44% are specialists with a Master's degree. The 
GE Plastics and the GE Global R&D teams, for instance, include 
24% chemical engineers, 20% electrical/electronics engineers 
and 1796 polymer engineers. 

With over 250 universities, 1,500 research institutions and 
10,428 higher education institutes, India churns out 2 lakh en- 
gineering graduates from technical universities and another 
3 lakh post-graduates from non-engineering colleges. Besides, 
2] lakh other graduates also pass out in India every year. 

Of course, China produces even more — 7 lakh technical 
graduates. Similarly, though India produces 5,000 Ph.D.s every 
year, China offers nearly 9,000 doctoral degrees. But, for the 
moment, India has an edge because it produces English-speak- 
ing scientists, unlike China. Hence, it's easier for MNCs to inte- 
grate Indian engineers into their R&D teams. (“For the mo- 
ment...", as China has made English mandatory in primary 
education.) (Universities in the US give out 25,000 Ph.D.s annu- 
ally — almost 17,000 of them to non-US nationals.) 

But excessive reliance on this natural advantage may be a 
mistake. Though countries like Malaysia, Singapore and Israel 
do not produce as many scientists as India does, they have a 
history of research. For instance, Israel has a formidable repu- 
tation for research in pharma, chemicals and agriculture. 

Sure, India has a clear advantage in IT, but in other areas like 
pharma, chemical engineering, biotech and mechanical engi- 
neering, it will face stiff competition. Russian scientists have 


ing a name for themselves in design and development. Mean- 


while, China is also emerging as a base for research in electron- | 
| require $7.78 billion of investment in R&D to hit the 2% mark. 


ics, chemicals, biotech and autos. 

But India can counter this by wooing its 20-million strong 
diaspora, many of whom have highly specialised technical 
skills. In a way, the setting up of MNC R&D centres has opened 
new vistas for specialists. Take GE's 34-year-old manager 
Gopichand Katragadda, who had been looking for a chance to 
return to his hometown, Bangalore, ever since he completed 
his Ph.D. in electrical engineering from the University of Iowa, 
US. But no jobs in India suited his skills in imaging and model- 
ling sensors for spacecraft and nuclear reactors. Last April, he 


found the perfect job in India — at the GE Tech centre at Banga- | 
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lore. Says Katragadda: "If this research opportunity was not 
there, the decision (to return) would have been very difficult." 


Is R&D A Big Deal? 


MNC participation in research in India is crucial for one rea- 
son. India currently spends only 0.896 of its GDP on R&D. The 
new Science & Technology Policy announced in January 2003 
commits raising investments to 296 of the GDP by 2007. This 
target will be most certainly missed without private sector par- 
ticipation — particularly from foreign majors. That's because 


| while the private sector incurs 60-80% of the total R&D spend 
built a reputation in chemical synthesis and the Irish are mak- | 


of most developed nations, in India, it is the government that 
makes over 8096 of India's total R&D expenditure ($3.15 billion). 
So there's a huge gap to be bridged because by 2007, India will 


That brings us to a question: so what if India becomes a 
global hub for R&D? Can it do to Indias economy what manu- 
facturing has done to China — catapulting it to the rare club of 
countries with 8-10% annual GDP growth? 

The straight answer is that unlike manufacturing, R&D 
does not have a major direct impact on the national income. 
For instance, the 100 new labs in India are investing anything 
between $200 million-300 million every year. That's only about 
one-tenth of India's $3.15-billion (Rs 15,000 crore) annual R&D 
spending. Moreover, R&D, by its very nature, doesnt create a 


BUSINESSWORLD 17 FEBRUARY 2003 


NAMAS BHOJANI 


DINESH KRISHNAN 


DILEEP PRAKASH 








huge number of jobs as manufacturing does. 

But experts believe that R&D and the market for products 
are two ends of the spectrum. Once the domestic market grows 
to a level that it becomes hugely attractive and research flour- 
ishes on the other end, manufacturing in India will be almost 
inevitable. Council of Scientific & Industrial Research director 
general R.A. Mashelkar says: "Manufacturing will have to 
come. It has to fall in place." 

And that's already happening. Whirlpool's Pune plant, for 
instance, makes air-conditioners and refrigerators developed 
byits Punelab for China, Australia, Singapore and the rest of Asia. 

Similarly, when GE Motors developed a motor for washing 
machines sold in the US, GE Motors India became its sole sup- 
plier. Initially, only products of developmental R&D may be 
trusted with Indian labs, but as the parent's confidence grows, 
even fundamental research and subsequent manufacturing is 
likely to be entrusted to India. 

The other positive aspect is that there will be several re- 
searchers who will have global experience of working on cut- 
ting-edge technologies. For instance, Eli Lilly Indias medical 
director Vinod Mattoo is on a 2-3 year assignment in the US, 
where he is working with Lilly's insulin product team. On his re- 
turn, he will bring research knowledge for his colleagues here. 

And there's the other benefit. When Indian firms turn to 
R&D, the MNC centres would have already built up a ready 
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pool of skilled manpower, some of whom might 
become scientists-cum-technology entrepreneurs. 

Global evidence also suggests that there are 
huge upsides to increased R&D activity in a coun- 
try in the long run. Take the remarkable case of 
Finland. Within a-decade-and-a-half, as Finland's 
total expenses on R&D (as a percentage of GDP) 
grew from 1.5% (1985) to 3.22% (2001), its exports 
as a share of GDP doubled to 39%. Hi-tech exports 
as a percentage of total exports rose from 696 in 
1990 to 2496 in 2001 and productivity of labour in 
the Finnish industry grew from 4076 in 1985 to 
100% by 2001. Today, Finland's GDP continues to 
defy recession in Europe to grow at an average 3- 
4% every year. This has put Finland second only to 
Sweden (R&D expenses: 3.8% of GDP) among the 
nations who spend the maximum percentage of 
their GDP on R&D. The US (2.6596) ranks No. 5 and 
Japan (2.9396) No. 3. 

If MNCS continue to base their research activ- 
ity in India, it may foster a movement that could 
put us in the league of some of these nations. 


Is MNC Research Delivering Results? 


Unless the research investment made by the for- 
eign companies delivers results, the India experi- 
ment may end with a whimper. But, so far, there 
has been a mixed bag of commercial success, 
promising prototypes, as well as outright failure. 

GE Motors India has developed an almost 
noiseless motor for GE's most sophisticated wash- 
ing machine lines in the US — Profile and Hot 
Point. GE Motors India is the sole sourcing point 
for a million of these motors a year. Incidentally, 
‘noiseless’, is GE's USP while selling these washing 
machines in the US. Most motors have a clutch 
that makes the noise. The challenge here was to 
develop a motor without a clutch. 

The GE Medical Systems team in India has de- 
veloped a portable ultrasound scanner, Logiq 100, 
for which India is the sole sourcing base. The product is being 
exported around the world from Bangalore. It also developed a 
high-resolution angiography imaging machine Flexiview 8800, 
for which India is the sole sourcing base in GE Medical Systems. 

GE Plastics has contributed to the development of a family 
of polycarbonates of engineering plastic that are being used in 
auto headlamps and compact discs. It has also developed high 
heat-resistant monomers for applications in aircraft bodies 
and high-end medical equipment. 

HP Labs India has built a prototype that can scan handwrit- 
ten mails through a small hand-held device instead of a scan- 
ner. It has also built a prototype of a computer for unsophisti- 
cated users. Says HP's Ramani: "One of the major directions we 
are pushing (in) is to create interfaces which unsophisticated 
users can use." The lab also developed a portable solar panel 
that allows photography in areas that don't have electricity. The 
backpack with the solar panel, a digital camera and a digital 
printer can be used in rural areas. 

And Akzo Nobel's researchers have made the first batch of 
paint for the aftermarket that is currently going through trials. 

One ofthe most successful fundamental research organisa- 
tions in India has been Texas Instruments, which began its 


| Asia-Pacific R&D centre for chip design at Bangalore in 1985. In 


1995-96, it developed a Digital Signal Processor (DSP) that has 
captured 50% of the world market. And two months ago, T1 re 
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RESEARCH CENTRES AROUND 


RESEARCH KEY AREAS OF 
LABORATORY RESEARCH 






BITS, Pilani Material sciences, biotech, IT, robotics & 
_ intelligent systems, embedded systems 
CDRI, Lucknow New drug discovery for tropical diseases, 
Sog cardiovascular, CNS, contraceptives 
CFTRI, Mysore Upgrade traditional food technology, 
reduce post-harvest losses of perishables 


WU Lus Non-nuclear, high-tech areas of lasers and 
eis > ules accelerators, plasmas and cryogenics 


CEASCA e Molecular biology, cell biology, biophysics, 
_ genetics and biotechnology 





J Pesticides, organic intermediates, fine 
chemicals, polymers, organic coatings 


IICT, Hyderabad 





4 Natural medicinal, biological and industrial 
products, synthetic duplication, innovative 
immunossay techniques 


Indian Institute of 
Chemical Biology, 
Kolkata 













AIT, Kanpur - 
IIT, Mumbai 


National Brain Re- 








TIFR, Mumbai 









Centre for Biological 


Sciences, Bangalore 


WHICH CLUSTERS CAN BE PLANNED 


RESEARCH KEY AREAS OF 
LABORATORY RESEARCH 


Sc, Bangalore - 


Inorganic, organic & physical chemistry, 
| biochemistry, molecular biophysics 


CAD/CAM, semi-conductors, synthesis 
of compounds, catalyst development 






Microelectronics, inorganic chemistry, 
biomedical & genetic engineering, heat 


al Bra Basic and clinical neuroscience, diseases 
a ee a and disorders of the nervous system 
National Chemical 
Laboratory, Pune 


High performance materials, biotech, 
organic chemical technology, polymers 


Neuroscience, yeast & plant biology, 
protein folding, nuclear & atomic physics 
TIFR's National Biochemistry, biophysics and 
bioinformatics, genetics, cellular 
organisation, neurobiology 


BITS: Birla Institute of Technology and Science; CDRI: Central Drug Research Institute; CNS: Central nervous system; CFTRI: Central Food Technologies Research Institute; CCMB: Centre for 
Cellular and Molecular Biology; IICT: Indian Institute of Chemical Technology; IISc: Indian Institute of Science; IIT: Indian Institute of Technology; TIFR: Tata Institute of Fundamental Research 


leased the world's fastest DSP Zono developed in Bangalore. 
It Won't Be A Cakewalk... 


To assume that a large talent pool and low manpower costs 
would automatically turn India into a global R&D hub would 
be fallacious. This assumption was unambiguously put to rest 
when Nortel and Ericsson pulled out their R&D centres from 
India. Nortel was developing a new line of routers here, but de- 
cided to focus its R&D on high-growth areas. And Ericsson In- 
dia sold its three centres here to Wipro, saying such alliances 
had become an important element of its R&D policy. 

Events like these underscore one important point — that 
closing a research laboratory or uprooting it and transferring it 
to a location outside India is far easier than shifting a full-fled- 
ged manufacturing facility from one location to another. 

But that's not the only threat to booming research in India. 
It will face a severe challenge even before MNCs consider set- 
ting up their research centres abroad. As the word spreads, 








there will be pre-emptive bids by countries like China, Russia 
and Malaysia, which have at least one or both of Indias strate- 
gic advantages (low-cost manpower and talent pool). Besides, 
the governments of Canada and Singapore have initiated ac- 
tive programmes to invite foreign investment into R&D. 

For more research laboratories to come into the country, In- 
dia will have to offer an irresistible reason for MNCs to base 
their research here. CSIR's Mashelkar believes that India has 
the greatest opportunity in areas like infotech (both hardware 
and software), chemicals and pharmaceuticals (including cus- 
tom synthesis, contract and clinical research), biotech and 
genome-based research. "We can strategically promote eco- 
nomic growth if products of knowledge get centred in India. 
Mindware and chemistry is one of our greatest strengths and 
Indias bio and genetic diversity can be a huge draw. That's what 
we must capitalise on," he says. 

And Emerson Electric president Pradipta Sen believes me- 
chanical engineering is also India's key strength. "We believe 


Vikram Bakshi (Left) and Amit Jatia, McDonald's India 


In an offbeat instance of fast food R&D, 
the Mumbai research centre of 
McDonald's has created two products — 
McWrap and Pizza McPuff — from 
scratch. These may be sold at McDonald's 
outlets around the globe soon. While the 
Pizza McPuff is already being exported to 
the Middle East, McWrap has also created 
sufficient interest within the global fast 
food chain for a possible launch abroad 
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(Top) H. Juffermans, chief (R&D), Akzo Nobel Car Refinishes 

In India, Akzo is developing car paints for Asia 
with technology from the Netherlands. Its 
task: to develop economical-to-use paints 


T.M. Manjunath, director, Monsanto Research Centre, India 
Monsanto is researching ‘promoters’. In 
biotech, promoters are accelerators that 
improve crop productivity 


India has top-class talent in mechanical and system engineer- 
ing,” he says. Emerson has 110 engineers (to go up to 200) 
catering to its global process control requirements from Pune. 

But talent alone won't be enough to attract fundamental re- 
search, unless India can offer the advantages of clusters for 
benefits of collaborative research. 


Clustering Breeds Wealth... 


Clusters can become such magnets for R&D that it becomes al- 
most impossible for a firm to choose a location outside it. 

The world's richest cluster happens to be California's Silicon 
Valley — the hub of research in IT-related areas like software, 
semiconductors, computer hardware and even biotechnology. 
Its 2 million inhabitants generate $200 billion of sales every 
year. That is equivalent to 75.47% of India’s GDP. 

The other big cluster in the US that has attracted foreign- 
owned R&D is New Jersey, which has a concentration of drugs 
and pharmaceutical laboratories, including that of Bristol-My- 
ers Squibb. “When you have centres like these, they become 
nucleating points for more research,” says Mashelkar. Over a 
period of time, clusters become so powerful in their sectors 
that they could make or mar a company’s future product devel- 
opment strategy. For instance, few companies today can dream 
of core infotech research outside the Silicon Valley. 

Or take the case of the 7,000-acre Research Triangle Park 
(RTP) — the largest research park in the world. Promoted by 
three US universities — Duke, University of North Carolina, 
and North Carolina State University — the RTP houses 109 labs 
and is today a global centre for cutting-edge research in areas 
like biotech, pharma, material sciences and microelectronics. 

The bad news is that sectorwise clustering is not happening 
in India yet, though geographical clusters have existed for 
some time. At Pune, for instance, a 1.5 sq km area has 11 re- 
search institutions representing chemicals (National Chemical 
Laboratory), computing (Centre for Development of Advanced 
Computing), defence (Armament Research & Development 
Centre) and biotechnology (National Centre of Cell Science). 

Bangalore, Hyderabad, Gurgaon and, partly, Pune have 
emerged as geographical clusters for MNCs (See ‘MNC-Owned 
R&D Centres In India’). But several new research labs are com- 
ingup at Bangalore, which has nearly a century-old tradition of 
research. Bangalore's Indian Institute of Science, set up in 1904, 
is among the oldest research institutes in India. 

One way to create sectoral clusters is to build them around 
research institutions that are doing fundamental research in 
their areas of expertise. For instance, the Pune-based National 
Chemical Laboratory does cutting-edge molecular chemical 
research that has attracted collaborations with industry inno- 
vators like DuPont and GE Plastics. The Lucknow-based Cen- 
tral Drug Research Institute has developed and licensed drugs 
to companies like Cipla, Wockhardt and Torrent Pharma. The 
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Hyderabad-based Centre for Cellular and Molecular Biology is 
Indias premier biotech institution with ongoing research pro- 
jects in protein analysis and DNA synthesis. India can offer irre- 
sistible reasons to MNCs by basing its sectoral clusters around 
these institutions. While state governments have showed a lot 
of intensity in promoting biotech parks, including the one pro- 
posed by Andhra Pradesh at Hyderabad, few other sectoral 
clusters have been promoted consciously. 

That's surprising because by default, certain geographies 
are already beginning to look like potential candidates for sec- 
toral clusters. For instance, while Gurgaon, Pune and Chennai 
have a lot of talent to offer to the auto industry, Anmedabad, 
Mumbai, Delhi and Hyderabad are hotbeds of pharma compa- 
nies. Also, Vapi, Daman, Diu and Mumbai are earning a name 
for a flourishing chemical industry. But states are yet to woo se- 
lect MNCs actively to set up R&D centres at these places. 

Typically, sectorwise clustering trails geographical cluster- 
ing in aslow maturing process. For instance, of the 33 R&D cen- 
tres in China, 19 are located in Beijing, 12 in Shanghai and only 
two elsewhere. Guess why? Beijing and Shanghai have the 
largest concentration of universities and research institutes. 

Fortunately, the lack of sectoral clusters isn’t reason enough 
for MNCs to defer their decision. Even as we go to press, GM 
plans announcing its own R&D centre at Bangalore. And Den- 
mark's Danisco Cultor — the world's largest producer of food 
ingredients and supplier of speciality sweeteners — has ex- 
panded the scope of its venture with hotelier Shiv Jatia by an- 
nouncing a technical centre for research in India. a 
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NDDB 


Ironically, despite the sound and fury 


casas tas > tec ie Th e U n Se e m ly of the battle, both Kurien and Patel seem 


HE most noticeable thing in Am- " to want the same end result — to free 
rita Patel's spacious office in dairy fi ght betwee n | dairy co-operatives from the shackles of 
town Anand is a 2 ft tall statue of a government and bureaucracy and give 
brown bull. Patel tells us it is one of n more to dairy farmers. What they can't 
the few things the venerable Ve rghese Ku rien seem to agree on is the means. While 
Verghese Kurien left behind when he Kurien would rather replicate the hugely 
handed over the reins of the National d N [) [ B successful Anand model across other 
Dairy Development Board (NDDB) to an parts of India — in other words, retain 
her. As we move closer to examine the the responsibility of marketing with the 


statue, Patel warns: “Be careful. It's very C h 3l m an Am P ita state federations — Patel feels it will not 


fragile. The tail is already broken.” work in the current scenario. 

The cracks in the mascot are almost p | d ll In April 2002, Patel, who took over 
symbolic. Over the past month or so, ate COL We from Kurien four years ago, unveiled her 
Patel's relationship with her mentor has : ambitious plan to strengthen the mar- 
been splintering. The rift was created dec id e th e futu ne keting operations of other federations. 
when Patel mooted the idea of forming She had developed a plan where MDFL 
joint venture companies (JVCs) be- would form a JVC with state federations 


LI 
tween NDDB’s subsidiary Mother of the dai y to market their produce. Initially, Kurien 
Dairy Foods (MDFL) and state feder- couldn' believe that she was serious. But 


ations. Patel's plan is to replace the farm i n g by December, when Patel’s plans be- 

existing state-controlled marketing came clear, he went ballistic. Kurien ap- 

system with these JVCs, which will B parently even wrote to Union Minister 

be headed by professional market- i nd U str for Agriculture Ajit Singh to stall Patel's 

ing people. EP plans. That didn’t work and on 26 De- 
Kurien has not taken NT. JUN ! di cember, Patel announced that the first 

kindly to the idea. He sees it mo /§ n n ld JVC agreement, between MDFL and the 

as a personal attack on the EEG A i 

dairy co-operative move- WE. c E 

ment that he so assidu- ak  -- 

ously built up in the rae te zd 

country. “For a few ru- o) 

pees more, the present d T | 

members can't barter E HN | 

away the absolute free- : i 

dom of control from the 

future generation mem- 


bers. That is against the $ VERGHESE KURIEN Th e Dal n 


fundamental propo- 
sition of co-opera- IS NDDB'S ORIGINAL MANDATE BEING 
VIOLATED? 


tives," he thunders. 
It has been a 

stormy battle. And 

not only has it been “National Dairy Development Board (NDDB) is 

splashed across the astatutory body formed by an Act of Parliament in order to 

media, it has also spar- replicate the ‘Anand’ pattern. The preamble to the NDDB 

ked off a debate across Act binds it in a moral obligation to serve the rural needs of 
people and not to form joint ventures or strengthen mar- 
keting. This is not NDDB's mandate, they will have to go 
back to the Parliament and get the Act amended." — Kurien 


various institutions that 

have been a part of the co- 

operative movement. On 

16 January, Kurien organ- 

ised a debate on the same "NDDB is not forming any joint ventures with state federa- 

topic for the students of tions, it is through Mother Dairy Foods (MDFL), one of its 
subsidiaries that is registered under the Companies Act. Be- 
sides, according to its mandate, it is very much NDDB's 
function to promote and market milk and milk products 

throughout the country." — Patej 


the Indian Institute of 
ARE MARKETING JVCs ANTI-FARMER? 


Rural Management-Anand 

(IRMA). Patel, who was in- 
"In this joint venture, the 'non-farmer MDFL 
holds 51% and the state federation only holds 






































vited to participate, did not 
turn up. Since then, the in- 
stitute’s alumni says 
emails have been flying 
fast and furious on its e- 
groups, signalling an al- 
most vertical split in 
opinion. 
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Kerala Co-operative Milk Marketing 
Federation (KCMMF), to market the 
Milma and Mother Diary brand of dairy 
products in Kerala, had been signed. 

In his chairman's office at the IRMA 
campus in Anand, Kurien is still 
seething. "After having groomed Patel 
for 30 years, I didn't think she would sur- 
render to the pressures of competition 
and sacrifice the future of farmers," he 
says bitterly. But bile alone won't be 
enough to keep Patel's plans at bay. AI- 
ready, three state federations — Andhra 
Pradesh, Haryana and Punjab — have 
agreed to join hands with NDDB. More 
states are likely to follow suit. Even the 
Central government is backing Patel. In 
the winter session of Parliament last 
year, the government passed through 
the Producer Company Legislation Act 
(PCL Act), which allows district and state 
federations to register under the Com- 
panies Act and yet retain the essence of 
the co-operatives. But more on that later. 

Even as the Patel-Kurien tussle rages, 
experts say the debate on the future di- 
rection of the dairy co-operative move- 
ment couldn't have come a day too soon. 


WS 


Debate 


49%. The majority stake is in the hands of a private player. 


In the 70s Kurien built the Anand model, | 


a three-tiered structure to collect, 


process and distribute milk. It soon grew | 


into an institution that changed the very 


social and economic fabric of Gujarat. | 


Not only did other states try replicating 
the model, even dairy co-operatives in 
Sri Lanka wanted to learn from the ex- 
periment. 

In reality, though, Anand remained 


an isolated example of one man's tenac- | 
ity and resourcefulness. Most other fed- | 
erations were stuck with bureaucratic | 
red tape and mismanagement. Politi- | 


cians saw them as useful vote banks and 
bureaucrats invariably cornered the 


chairmans post, nudging aside other | 


genuine producers. 


Then, about four years ago, Opera- | 


tion Flood — the gov- 
ernment’s equivalent 
of the Green Revolu- 
tion — began to sig- 
nificantly impact 
the dairy business 
in India. Milk pro- 
duction jumped to 
86 million tonnes 


AMRITA PATEL 


mental (principles) of the co-operative movement” — Kurien 


“The idea of forming the joint venture companies is to strengthen marketing 
functions of these federations, which they cannot do on their own. All state 
federations except the Gujarat Co-operative Milk Marketing Federation have 


bureaucrats or ministers as c 


in the interest of farmers, this, too, is in the interest of farmers” — Patel 





WILL THE FEDERATIONS LOSE OUT IF THE JVCs FAIL? 


“The federation brings to the JVC its brand name, retail outlets and 
manpower. MDFL puts in money and lends its marketing expertise. If 
this experiment fails, the state federations will be left with nothing. They will forego 


the brand name and will have to pay back the money they owe NDDB” — Kurien 


“If this experiment fails, the state federation will lose nothing. They are free to walk 
away with their brandname or retail outlets 
helping these federations to market their 
they can eventually pay back our loans. 
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This is against the funda- 


irmen. If the federations had a higher stake, there 
would be no need to form a joint venture. And what freedom is Dr Kurien talking 
about? In his time he superseded the Patna Dairy and took 100% control. If that was 


whenever they want to. Besides, we are 
products better and make money so that 
" — Patel 





NDDB 


annually, of which currently only half i: 
consumed. In fact, for the first time, th« 
federations didn't know what to do witk 
the excess supply. Some started declar. 
ing ‘milk holidays, days when they 
would skip collection from one village. 
At the district level, the processing units 
tried converting the excess milk into 
milk powder. But most lacked the exper- 
tise or the capacity. 

What's more, in a bid to find more 
takers for their produce, the state federa- 
tions began to step on each other's toes, 
violating the hitherto neatly demarcated 
territories. An example of this happened 
just last week. On the Thaltej highway 
which connects Ahmedabad to Mum- 
bai, a truck belonging to the Maharash- 
tra Co-operative Milk Marketing Federa- 
tion (MCMMB), which markets the 
Mahanand brand of milk, was at- 
tacked by unidentified miscre- 

ants. The milk pouches were 

allegedly damaged by rivals. 

The incident prompted 

MCMMEF chairman A.N. De- 

okate, who is also the dairy 
minister of Maharashtra), to 
write to Kurien requesting him 
to intervene. 

Even as the state federations 
wage their battles, foreign competi- 
tion looks poised to slurp the milk. 
On the face of it, a multinational 

like Nestle procures about 6-7 
lakh litres a day from Punjab 
alone and another 60,000 litres 
from Haryana — a minuscule 
portion of India's total daily 
procurement of about 170 lakh 
litres. But gradually, experts say 
MNCS will begin to mop up the 
excess milk, which the fede- 
rations struggle to market. In 
fact, in Moga, Punjab, Nestle 
is said to have achieved territo- 
rial supremacy nudging aside 
the federations. 

That's exactly what Patel 
fears. "At this rate, the MNCs 
will invade the liquid milk mar- 
ket. If we don't pick up the ex- 
cess milk, then the MNCs will. 
If the co-operative movement 
has to survive, I have to create a 
level playing field," she says. 

Saving the co-operative 
movement from the spectre of 
oversupply and mismanage- 
ment is easier said than done. 
Each federation, except the Gu- 
jarat Co-operative Milk Mar- 
keting Federation (GCMMF) 
has an 'appointed' chairman 
and managing director who is 
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ower can be called the lifeline of the 
infrastructure development of any 
country. SM Krishna, Chief 
Minister of Karnataka aptly puts it as "a 
growing economy like Karnataka needs 
to build its infrastructure at a hectic pace. 
Power which drives our modern civiliza- 
tion E to be available for entrepre- 
neurs 

edu 








Incorporating this in true spirit, The 
Karnataka Power Corporation Ltd. 
(KPCL), is making rapid strides in the 
maximization of power generation. The 
goal to be a world class organization 
emphasizing efficiency, cost effectiveness 
and harmony 
with the envi- 
ronment. In 
this direction, 
another mile- 
-E R TE Qe 
achieved is 
the 210 MW 

3 N expansion of 
* X à Unit 7 of the 
— Raichur 

Managing Director KPCL Power 
Station (RTPS) on fast track in a span of 
just 25 months. A challenging and worth 
emulating feat indeed, in a country, where 
adherence to cost and time in projects is 
rare. 

The execution in such a short span has 
won KPCL several laurels. While dedicat- 
ing the plant to the nation, Mrs. Sonia 
Gandhi, Congress President and the 
Leader of the opposition said the State 
Government had promised her on 
October 18, 2000, that the Unit 7 of RTPS 
would be commissioned in 26 months, the 


ke unit had in fact been sychronised 1 in 23 P 
es n AN T need of - Mrs: 


to provide stable power supply especially 
to the farmers and at the same time to ini- 
tiate steps to increase power generation 
and reduce transmission & distribution 
losses and pilferage. She urged the 
Government and the company to take 
adequate steps for the optimum use of by- 
products from thermal plants. 


z^ POWERING THE STATE- 
KARNATAKA CORPORATION LTD. 


On a similar note, S M Krishna, com- 
mending them on this achievement at the 
dedication of the plant to the nation, said, 
“Fortunately, in Karnataka 
Corporation Ltd., we have an outstanding 
specialist power company that has 
despite various constraints continued to 
deliver low cost power on a fast track 


Power 


basis. Its commitment to performance is 
exemplary and the many innovative 
measures initiated by it have shown the 
way for other utilities to emulate. For a 
power hungry state, it has come in at its 
hour of need. The people of Karnataka are 
proud of the achievements of KPCL 
where excellence is a way of life.” Further 
reiterating his government's commitment 
to build infrastruc- 
ture in the state to 
meet the needs of 
the people he 
added, "the weak 
monsoons for the 
past three years in 
the State have cre- ges 
ated a power fa 

scarcity, as nearly 


40 per cent of power in the State is my | 


duced in hydel projects. However, the 
commissioning of the RTPS seventh unit 
has come in good time to meet the S ponere: 
crisis." EC A Mormon 


Y RU M ss 


ties in power generation. b. establishing 
and operating power plants. c. constantly 
upgrading its technical competency and 
systems. d. developing human resource 
capabilities, and empowering them as a 
means to achieve these objectives. 
Though Karnataka state has several 
power projects, especially the hydroelec- 
tric projects 
like Shimsha, 
Mahatma 
Gandhi, 


Sharavathi, Kalinadi, Bhadra, 
Ghattaprabha and Varahi power stations, 
the unpredictability of the monsoons cou- 
pled with the setbacks in setting up of 
hydel projects led to the conception of a 
the state's own thermal power station at 
Raichur. As K.  Jothiramalingam, 
Managing Director, KPCL says with 
pride, “the RTPS is a massive complex 
meeting more than a third of the electrici- 
ty requirement of Karnataka. It is the 
backbone of our grid. As a work horse, it 
provides continuous power to the people 
operating at high performance levels 
making it among the top most stations in 
the country." 

And rightly so, for the RTPS, has 
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earned KPCL an enviable reputation asa 














sector. The highlights of the project which 
won it this reputation are: the Unit 7 at 
RTPS is the first to get funding under the 
multipartite agreement concept in India; a 
novel method of funding through short 
term bridge finance during the imple- 
mentation phase, pending financial clo- 
sure and then replaced by long term debt 
thus a reduced interest burden during 
construction; cost and time reduction, 
leading to early delivery of capacity and 
low cost power. It created several firsts at 
all stages of execution. 

Jothiramalingam further adds, 
“employing over 2000 people who work 
round the clock to ensure the wheels of 
progress in the state. RTPS has been 
implemented in stages from 1979 
onwards. At every stage, KPCL has made 
significant value addition towards cost 
and time reduction, efficiency and envi- 
ronmental conservation. The average cost 
of power from all the 7 units would be 
around Rs. 2/- per unit which makes it a 
highly cost effective station. With an 
expected annual generation of 10,500 
mus, RTPS will be utilizing around 7 mil- 
lion tones of coal. With the measures 
taken for recycling water, use of washed 
coal, dry fly ash utilization, the plant will 
be the most environment friendly one.” 

One of the major environmental con- 
cerns of Thermal plants is the generation 
of fly ash. KPCL has come out with some 
innovative steps for the utilization of fly 
ash which can be seen as its commitment 
to the environment. These steps include - 
. free issue to entrepreneurs / agricultur- 
ists; an agreement with ACC to lift of fly 
ash for manufacture of Portland 
Pozzolona cement; dry fly ash collection 
system and silos established for uninter- 
rupted supply of fly ash; R&D for use of 
fly ash in poe it has constructed 

t R min ash 











cy is the hallmark of al! projects under- 
taken by KPCL. From its genesis, as the 
Mysore Power Corporation Limited of 
1970 (successor to the Hydro Electric 
Construction Department of Mysore 
state) to its current avtaar - it has been a 
long, eventful rewarding journey. The 
journey which has seen installed capacity 
of 746 MW (1970) grow to 4350.505 MW 
(2002), revenues increase from Rs. 1.3 mil- 








ment to supervision of erection, commis- 
sioning and operation of civil, electrical 
and mechanical systems. 
Jothiramalingam says, "RTPS symbol- 
izes the passion for learning and continu- 
ous improvement to deliver low cost 
power on a fast track basis. Unit 7 which is 
being dedicated to the nation currently 
holds the record at 25 months construction 


period. The quality of project management 





lion in 1971 to Rs. 20040 million in 2002. 
The projects undertaken include apart 
from the Raichur Super Thermal Power 
Station, the Sharavathi Generating 
Station, Gerusoppa Dam Powerhouse, 
Linganamakki Dam Powerhouse, Bhadra 
Powerhouse, Supa Dam Powerhouse 
Nagjhari Powerhouse, Kodasalli Dam 
Powerhouse , Kadra Dam Powerhouse, 
Kalmala Mini Hydel Scheme, Ganekal 
Mini Hydel Scheme, Varahi Underground 
Powerhouse, Mani Dam Powerhouse, 
Siruvar Mini — Hydel. Scheme, 
Kappadagudda Wind Farm Stage I & 
Stage II. Those in the pipeline are Almatti 
Dam Powerhouse R&M Hydro Units 
(NPH - 45 &6), Bidadi CCPP as JV, 


Bellary TPS (as JV), Mahadayi Hydro . 


Electric Project and RTPS 8. Given 
and varied experienced K! 
petence is its ability. to handle large scale 


een, usec dite ower Projects on an EPC basis. | Its come 


Consi " yand Engineering Services 
ers a host of services on 


n: development. These wid. s 
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. longer be a dream and po 


and construction has made KPCL a world 
class organization setting standards for the 
rest of the country. Future projects like 
RTPS, Unit 8, Bellary Thermal Power 
Project etc., will see KPCL consolidating its 
gains for the benefit of the public." 

Having tasted success with Unit 7, 
work has begun in earnest on Unit 8, the 
foundation stone of which was laid by 
Mrs. Sonia Gandhi. It is to be constructed 
at a cost of Rs. 673.49 crore and the unit 
would be set up adjacent to the RTPS Unit 
7. The unit has been planned to be syn- 
chronized in a record period of less than 
25 months. This would add five million 
units of power per day. Also the 290-MW 
Almatti Hydel Power Project is expected 
to be commissioned by the end of this ~ 
ar lindo before the March 2004 eri l 





; to. be catried out with uc 
iR to quality and determination to : 
meeting the targets on schedule, At this | 
rate, uninterrupted power supply will no- 
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finitely be a thing of the pa 
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ister, and never a milk producer or a 
imary member of a village co-opera- 
ive. The government holds 60-80% in 
most federations. “State federations that 
wre supposed to be in charge of market- 
ng are appendages of the government. 
How can they be sensitive to farmers 
reeds?” asks Patel. "Give me 28 more 
iriens to head the other state federa- 
tions and I will make 28 more Amuls for 
; ou,” she adds. 
© Of course, it wasn't as if Patel had 
iven up without a fight. NDDB sent offi- 
rs to state federations to help them 
arket their produce, lent money for 
vertising and promotions, and even 
ed a joint branding exercise for all the 
y-operatives under the Operation 
Flood banner. But these initiatives didn't 
work. Finally, by the end of 2000, Patel 
cided to grab the bull by its horns. Her 
plan was to remove all government con- 
trol from the co-operatives and infuse a 
professional structure into it. 
_ By April 2002, Patel and her manag- 
ing director, Deepak Tikku, had the first 
blueprint ready. Realising that her new 
an could put NDDB in direct conflict 
ith GCMME Patel says she wrote to 





The Dairy System To Pate 














- e Milk Co-operative Unions 
@ State Dairy Federation, e.g., KCMMF* 
@ Mother Dairy Foods (MDFL) 


€ Joint Venture Company (JVC), formed by the State Dairy 
Federation (49% stake) and Mother Dairy (51% stake). it markets 
milk and milk products 





ae KORE E EERE EAH EATERS TEER ERED TER RENAE ERIAAHELEESARAE ERASE ERE RHNE SHAS ABGRTAR Fee ho Ho SE OWE ET VY £i^s44d KAY FERED OSE ERE ENRAAN ERAS NEKO RABE ED 


- € Milk Co-operative Unions to become District Producer Companies à : 








@ State Dairy Federation to become State Producer Company, to i 
retain 49% stake in JVC. Will handle procurement and processing 


| @ Mother Dairy Foods to retain 51% stake in JVC 
p 9 IVC will market the products 





. 0 District Producer Companies will continue unchanged 


9 State Producer Company to buy out Mother Dairy stake i in the 
JVC. Will handle procurement, processing and marketing of milk - 


| @ Mother Dairy Foods to exit JVC 
L @ IVC to be owned by State Producer Company 





*Kerala Co-operativ 
Milk Marketing 
Fedétation, 
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“Kurien suggesting they resolve whatever 
issues might crop up. Kurien didnt meet 
Yer. So Patel began the roll-out. 

: By December 2002, not only did Patel 
itiate talks with various state federa- 
tions to form JVCs, but also lobbied with 
the then commerce minister, Arun Jait- 
ley, to push through the crucial producer 
company legislation. Ironically, the PCL 







































. heavy opposition from certain corpo- 
' rates. What the new legislation has done 
- is that it has allowed co-operatives to 
register under the Companies Act and 
ecome ‘co-operative companies. 








inister, holding press conferences, and 


irien is miffed. Some say that he is up- 


with NDDB, and not with GCMME of 
which he is the chairman. Apparently, 
GCMME too, had approached KCMMF 
with a similar joint venture proposal. 
Others say Kurien fears that stronger re- 


for GCMMF's Amul brand. 


the private players at bay, she, perhaps, 
couldn't manage the unintended conse- 


Act was Kurien's brain-child, but he | 
couldn't push it through because of | 


yarking debate within IRMA. There are | 
any versions going around on why | 


it that KCMMF has forged an alliance | 


gional brands could make life difficult | 


— §0 while Patel wants to form an army | 
of strong regional brands that will keep - 
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quences of her gameplan. 
So far, Patel's strategy is being rolled 
out across three phases (See ‘The Dairy 
System According To Patel’). In the first 
phase, MDFL will sign joint ventures 
with other state federations. For in- 
stance, in the joint venture with KCMME 
MDFL with a 51% stake brings to the 
table its marketing expertise and capital. 
KCMME has a 49% stake and lends its 
brand name, Milma. While the JVC will 
now handle the marketing of the Milma 
brand in the state, KCMMF continues to 


| look after procurement and processing. 
" Around the same time, Kurien made | 
is opposition public, complaining to | 
le agriculture minister and the prime | 


If at any point, KCMMF decides to walk 
out of the venture, it can do so, along 
with its brand name, distribution set-up 
and manpower. "We're hoping that the 
JV will help push up our procurement 
from 7 lakh litres currently, which is 
among the lowest in the country," says 
Gopala Kurup, chairman, KCMME 

The second phase, too, has been 
flagged off, now that the PCI. Act has 
been passed. So, all district unions can 
be converted into 'district producer 


| companies’ and state federations into 


‘state producer companies’, Patel says: 
“Milk unions and federations can now 
function as ‘co-operative companies. 
The fundamental principles of co-oper- 
atives will still hold. So the company 
cannot be listed on the exchange, only 


naani phi Mataitai IMP flag A M AISAN PURA ANNAA HEN Ene fols Sen 


producers will own a stake, and no one 
can take over the company. But it will be 
run professionally like a company — 


there will be an elected chairman and. m 


the state government will have no say in 

its matters." The new producer com- 
pany will handle all functions ofthe state 
federation, while the JVC will manage 
the marketing function. 

It may take another 2-3 years for 
Phase II to be completed, says Patel. 
Once that is done, it will he time to con- 
solidate. After the state federations 
develop the marketing capabilities 
through the JVC arrangement. the IVC 

will cease to exist. MDFI will disinvest its 
shareholding in the JVC, in favour of the 
state producer company. which will take 
over the entire marketing function. 

Though it seems an audacious gam- 
ble, Patel is putting her money where her _ 
mouth is. She has earmarked close to 
Rs 850 crore to infuse capital into each of 
these JVCs. But it may take almost a 
decade for the full plan to unfold. 

For the moment though, it is clear 
that Patel’s rift with her mentor is hurt- 
ing. “Why does Dr Kurien want to de- 


stroy what he himself has created? I am 


merely building on what he has left for 
us," says the 59-vear-old NDDB chair- 
man. But then, there's no point in crying 
over spilt milk, is there? m 
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Imagine a whole army of loyal followers dedicated to a single brand. A brand promoted by a million 
ambassadors. A brand that bonds entire communities. Now imagine the power of these brands. 


What's the secret of such brands? What makes the 


Apple Macintosh, the Harley and the Vi Ikswagen 
Beetle stir such strong emotions? C 
nH 


an your brand achieve cult status? How? 
Announcing an exclusive seminar on cult brands led by Matthew Ragas, 
co-author of the best selling - The Power of Cult Branding. 


There’s also a special session with insights on India by eminent journalist Mark Tully. 


So, if you're a brand professional with an itch to make 
register today to get a lowdown on the utterly 


amone others. 


a real difference to your brand, 
lascinating world of cult brands. 
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Becosules is the kind of drug he 


i Rs 100 crore, it is India’s largest pharma- 





blockbuster vitamin drug is still a dream. 






Companies cannot : 


drugs after 2005 as 


competitors prevents : 
| the original brands — 


: Generics are eating 
r into the margins of : 


has been dying to market. At | 
| India. Ahmedabad-based Zydus Cadila 
. ceutical brand. For Tiwari, who owns the | 
Rs 365-crore Mumbai-based USV, a | 
sharmaceutical firm making mostly car- 
ology and diabetes drugs, selling the _ 
| | a biotech drug used by dialysis patients 
` But he hopes that some alliances thathe | 
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Create niches to PO Brand ownership and 10-odd emerging markets 
| protect themselves rights can create — like Russia, Kenya and Nigeria. 
SUR ar the lo | It is not difficult to imagine 
against competition ; issues in e ong run ; why Indian firms are doing this. 
; E ee Most of them are apprehensive 
E Make the field force  Mergeror © ^ ofthe post-2005 product patent 
- more productive by acquisition of parent. ary Nn dto ned i 
: agaa ing of molecules — so far the 
+ growing these company an affect domestic industry's growth en- 
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attention by giving pharma distribution Took then, they agree that 
them exclusive — | company i doing business will be 
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| prescribe 





| recently struck will help him build such a 
j |! brand. USV has got exclusive rights to 

| RASHANT Tiwari wants Pfizer's | 
multi-vitamin Becosules. He is | 
! not vitamin deficient. Itis just that. 
| firms now partner foreign firms to im- 


market the US-based $75-million Lane 
Labs’ calcium supplements here. 
Tiwari is not alone, A clutch of Indian 


port, brand and market their products in 


sells seven brands of imported drugs for 
an annual turnover of Rs 22 crore. Pune- 
based Emcure, headed by managing di- 
rector Satish Mehta, sells erythropoietin, 


and those with immuno-suppressive ' 





disorders. Emcure imports ery- 
thropoietin from a Nanjing | 
Huaxing (China)-based - Spe- 
ciality biotech firm and sells it 
as the brand, Vintor. Nicholas 
Piramal markets Minrad's in- 
halation products in India — 






much tougher. For ex- 
ample, new prod- 
ucts, essentially 
* those launched 
. within the last two 
years, today ac- 
count for close to 
15% of a company’s 
revenues, That could 

just vanish. 
So, at a macro level, these import 
tie-ups, in essence, are opening up new 
revenue streams. For starters, the drugs 
being imported typically belong to niche 





pharma or biotech outfits abroad, ones — 


that operate around the globe more- 
through trading alliances than com- 
pany-owned subsidiaries. Then the 
products being imported cannot be 
replicated very easily. That ensures ex- 
clusivity. "We have to differentiate our- 
selves in the new patents regime. Bring- 
ing exclusive products is certainly a 
potent way of doing that," says Tiwari. 
Interestingly, these imports are also 
happening at a time when there is an- 
other kind of churn on in the domestic 
drug markets. Given that after 2005 no 
Indian firm will be able to reverse engi- - 
neer drugs patented after January 1995, 
these days there is a flurry of drug 
launches, some sort of an extended last 
hurrah. But while the number of 
launches has increased, the revenues 
per new launch have fallen. In 2000, the 
industry launched 1,157 new drugs that 
grossed atotal revenue of Rs 309.67 crore 
or Rs 2.68 lakh per launch. In 2002, the 
number increased to 1,622 and revenues 
rose to Rs 362 crore. However, the reve- 
nue per launch fell to Rs 2.23 lakh. 
Tiwari says the cost oflaunching new 
drugs has also doubled in the last five 
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years with pharma firms spending more 
cash to establish a brand. Simultane- 
ously, intense price wars have led to the 
growth in brands petering out after two 
years of launch. Zydus Cadila's Viagra 
clone Penegra is only a Rs 9.30-crore 
brand two years after launch. And now, 
Kopran has launched its version, Nyte, at 
half the price of Penegra. Even though 
the market for erectile dysfunction 
drugs is growing at 62% annually by vol- 
ume, price reduction will offset any 
gains. The bottomline: pharma brands 
have become commodities. 

So that’s where exclusive, difficult- 
to-copy drugs fit in so nicely. 

Nicholas Piramal chief operating of- 
ficer Vijay Shah, for example, had been 
scouting the globe for mid-size firms 
that would give him products with the 
‘exclusivity’ edge. Earlier, when Nicholas 
had bought over UK-based ICT's Indian 
arm, it got Fluothane, an anaesthetic 
that could be inhaled. Soon, it found that 
the world market for inhalation anaes- 
thetics was worth $900 million and US- 
based Minrad Inc. was the market leader 
with three products. Abbott was the only 
other player in the Indian anaesthetics 
market. Despite Fluothane, Shah tied up 
with Minrad. His strategy — grow the 


market afresh with the best portfolio of | 


inhalation products. He says: “This is ex- 
actly where the old-world brand-build- 
ing is going to come in handy and (there 
is a) need for products that you can dif- 
ferentiate from competition.” 

Back to Tiwari and his obsession 
with Becosules. With Becosules at the 
back of his mind, he wanted a product 








that would become so popu- 
lar that it would move on its 
own. (Becosules is almost an 
OTC brand). He plumped for 
the Rs 180-crore oral calcium 
market. He did not settle for a 
product that would compete 
directly with the existing 
products. Instead, he chose a 
product that promised better 
absorption of calcium by the 
body than any other product. 

His tie-up with Lane en- 
sures all of that. TripleACal, 
the calcium supplement he 
markets, has heat-treated sea 
algae — a technology paten- 
ted by a Japanese firm and li- 
censed to Lane. Says Lane 
Labs chairman I. William 
Lane: "This is as proprietary 
as a medicine can get and it is 
now left to companies to 
grow the brand." 

Of course, most firms 
agree that niche medicines, 
for all their benefits, will not 
grow as fast as widely-used, 
reverse-engineered drugs. 
One problem, says Piramal's Shah, is 
finding a good fit. For example, there are 
many anti-oxidants like selenium, zinc 
or beta-carotene in the market, but none 
have human test reports. If his plans 
works, Tiwari's profits will come from 
niche products. "Eventually we will 
cover our costs with the routine prod- 
ucts and make all the 'value' from these 
niche products." 

Today, the way cost structures are, 


Emcure's Mehta had to travel to China to find a niche drug that suited his needs 





FINIS TV RIS CLA a i Le 


MACA TINE OB THE NFW ECONOMY 












TNI m du nue M "VN t 5 TRA 1 Y 
Vit URN nsi o ie ets 





USV's Tiwari sees niche products bringing in the 
profits while routine drugs cover his costs 


niche medicines fetch margins of 30%. 
That’s a little higher than average operat- 
ing margins of Indian pharma compa- 
nies. Sure, if the niche medicines do one 
day become mass like, say, Becosules or 
Phensydl, they can make a huge differ- 
ence. But even if they don’t, and remain 
niche, they can still provide an alternate 
revenue stream in a fiercely competitive 
market. Interestingly, since the drugs are 
being branded by the Indian importer, 
hypothetically, if a tie-up snaps, then the 
Indian outfit can source the same 
generic from someone else and keep 
selling under the same name. 

Some, like a Wockhardt executive, 
feel importing niche medicines is in- 
evitable, if only to keep the sales-force 
occupied. "Today, launching new prod- 
ucts is a must for Indian firms as they 
have expanded fast in the last few years." 
USV’s now has a 900-strong sales force; 
Nicholas has more than 1,200 medical 
representatives. The cost of maintaining 
a field force and thinning margins from 
new product launches thus obviate try- 
ing every trick to grow the topline. 

These tie-ups are also giving some 
Indian drug companies a peek into how 
pharma outfits function overseas. Says 
Zydus Cadila CMD Pankaj Patel: "This 
will give us an advantage in dealing with 
international companies having a differ- 
ent business process, where technologi- 
cal innovations and long range planning 
are essential components." 


BUSINESSWORLD 17 FEBRUARY 2003 





Photographs: SANJIT KUNDU 





respect each other for their human qualities, but 
seek only professional competence, says M] 


MEERA SETH 


HERE is so much one learns while working in an or- 
ganisation and while leaving it. But what I am learn- 
ing now as others are leaving Maggor India, which I 
joined four months ago, is something! could not have 
internalised without the insights of MJ (short for 
Madhukar Jalan). Let me give you a brief background. 
Maggor was a high-flying company in this industry 
for 20 years, but the last few years have been seeing a 
downslide. There was a debate in the board following which it 
was decided: "Maggor needs a new managing director, some- 
one from outside, not a homegrown star". Thereafter, came a 
halt to its studied succession plan, where three internal vice- 
presidents were in the running for the MD's post. And in came 
Deepak Sinha. With Sinha' entry, the cleaning up operations 
began and with that came nerve-wracking chaos and noise. 

Among the first to leave was the marketing head (the blame 
for failure was placed on him). Then the chief financial officer 
and the sales head quit. Another quiet exit was that of Pritish 
Das, the man who was to succeed as MD, but did not. It is his 
ghost that haunts Maggor to this day — his failed succession 
has caused many to grieve, including MJ. But more on him 
later. Other exits are happening too, at middle and lower levels, 
some sung and praised, some not. The nuts and bolts is that the 
last few months have seen numerous farewell speeches — 
tears, lots of hugs, wonderful words, gifts, flowers and singing. 

I saw this yesterday at the CFO Venkat's farewell. The whole 
office contributed and bought him a huge gift. The girls gave 
him ties and flowers. The tea boys and drivers gave him a Titan 
watch. They all wept. There were marigold garlands and plac- 
ards that read ‘You are the best!’ It all looked surreal. Was the or- 
ganisation in such deep pain at letting him go, I wondered. 

Watching all this, I wondered why Venkat was leaving Mag- 
gor. I understood he had serious differences with Sinha. But af- 
ter 14 years in a company, can seven months with one individ- 
ual make you want to leave? When a person leaves an 
organisation, there are always multiple reasons for the deci- 
sion, never one reason alone. What is usually touted as the rea- 
son is not really the main one; it is probably complaints and 
dissatisfaction that went unexpressed during his entire tenure 
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there. Yet those won't be the trigger for resigning. Something 
tells you that it is time to move on; either you are stagnating, or 
you feel there is no further growth, or there is politicking which 
is hindering growth. And you feel it is time to move on. While 
the logical part of you says that you need to go, there is, of 
course, that emotional bond that binds you, which makes de- 
parture difficult. But then there is also ego, which says: ‘You 
have status and recognition, the clients know you, the staff 
know you, the media knows you, you have got a designation, 
and that is what you are unable to let go. 

When you join a new company, you know there is already 
an existing power system, existing loyalties, existing trust and 
authority. You have to establish yourself from scratch. It would 
be a big mistake to appear as the latest laundromat in shining 
armour, whose goal is to undo all that the previous guy did or to 
make him seem incompetent. MJ, a senior director who is 58, 
said this at a lunch meeting: “A new organisation means a lot of 
adjustment. You may have many ideas and plans; but it is use- 
ful to create silence first. Don't let the noise of ambition or of a 
new place provoke that silence. Achievement has to be quiet. 
Actions should speak louder than words." 


him why he must learn to let go gently for that will make it 
easier for him to integrate in his new job. "Resolve all feel- 
ings and go in peace. But do analyse your feelings about Mag- 


M J had equally wonderful counsel to offer Venkat. He told 


|, one such!” 


gor and when you get a clear picture, release the feeling com- | 


pletely. Don't simply move on and forget your past. That way 
you are falsely protecting yourself." And Venkat wept un- 
abashedly. Later I asked MJ: "Why do people get emotional at 


they confront their own human side and that of their col- 


for our professional goodness or badness. We are rarely known 
as a good person or a bad person. But critically, it is the good 
qualities that never get talked about or noticed. And it's when 
we are leaving the organisation that all the accolades come up, 





story goes that he con- 


like in an obituary — ‘he was such a wonderful person to work | 


with, so understanding and patient... and then the man re- 
alises his goodness was noticed after all!" 

And why the reluctance to leave the old place? Said MJ: “The 
basic thing about an organisation is that we get so used to it — 
getting up, getting dressed to go to the same place, meeting the 
same people everyday, doing the same things — it is hard to let 
go. When you stop going there, your body goes through a phys- 
ical reaction. The familiarity of the same guard greeting you in 
the same way every day, the same boy bringing you the tea, the 
same smells and sounds, even the same problems! 

"Its when you are leaving that the human feelings find ex- 
pression. The sad thing about the way we have allowed organi- 
sations to evolve is that we, the people who make it, have never 
allowed the human side of relationships to be nurtured. An or- 
ganisation does not allow for people to love and respect each 
other for their human qualities and it always judges him on 
professional merits. Which is why, when we encounter a good 
professional who is a bad human being, we are willing to put up 
with him simply because he is good for profits. But when it is a 
good human with slightly less professional ability, we want him 
out! No doubt competence is the table stake for an organisa- 
tion, but why is it that in organisations, we learn to sift and find 
the professional calibre of a person, like him or lynch him for 
his professional greatness? But when we see his good qualities, 
why are we unable to recognise them, hang on to them, love 
them, appreciate them, express them and nurture them?" 

Then after a pause, MJ said: "It's a two-way street, Karna. 


_ worldwide was supporting 


| of Maggor,” said MJ. “Internally, most 
. people felt he was the next MD. His capabil- 


| come to him soon. Pritish 
| was the vice-president 
farewells?" And this is what he said: "Because itisonlythenthat | 
| was in the running to 
leagues. When we are in an organisation, people know us more 


| outgrown his role here. “To the 
. outside world, he was riding high, 


People who love the organisation are unable to leave it; people 
who love the organisation are not wanted for their love; organi- 
sations are unable to express its appreciation adequately when 
they see goodness; people feel unappreciated, cheated. People 
leave, and organisations lose a bit of their soul." 

MJ was obviously referring to Venkat. The HR head Sumant 
Deo was sitting with us, and we were watching the final hugs 
and tears for Venkat. MJ recalled a number of stories about 
Venkat's efficiency and said: "An efficient organisation is not 
what I am disputing; it is the components that need to have a 
human face! You may say that professionals are what make an 
organisation; but why is it that even your own colleagues fail to 
recognise a humans fine qualities? Because we don't commu- 
nicate as humans with feelings and needs. We develop a format 
of communicating which is so completely different from the 
way we talk outside the office! Formal, trite, brief, curt, 
and, I would say, so unnecessarily formal! The 
appraisal system has made people stiff and 
cautious so that when a senior talks to a 
subordinate, he feels he should talk in 
the context of an appraisal, not in a 
human manner! A manager 
needs to show his human face 
more often than his profes- 
sional stiffness. Pritish was 
























Pritish Das, 'the loved 
one’! I knew MJ would 


(operations), when he 
succeed as MD. The 


sciously took a posting to 
South Africa to work with 
an American develop- 
ment fund that Maggor 


and then resigned. I needed 

to know more, so I asked: 

"MJ, why did Pritish leave?" 
According to MJ, Pritish had 


had a terrific designation, the Pole Star 


ity and desire was actually to be that. But I think 
he sensed otherwise. When there are many running 
for the same slot, each knows that only one among them will 

get it. They all might be bright but each one may feel he is the 
right candidate for that slot. And at the same time they also 


| know they are all not going to get it. Yet some see signs within 
_ the organisation that he is not going to make it, although the 


| restofthe worldistelling him: ‘You will get it.' Butin his heart he 


knows all this is nonsense. 

“But then there were also other influencing factors on Pri- 
tish’s last lap. When you are working in an organisation, out- 
siders judge the organisation and you get influenced. Pritish 
joined as a management trainee and throughout his 20 years 
here, Maggor was soaring high; but to people outside, this com- 
pany was a slow monolith, with an elephant's walk. So what 
happened is one, everyone was telling him how terrific he was, 


_ which he really was. Two, people outside were telling him how 
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he was wasting his time with an organisation like this and how | 


he was wasting his career here when he should be out there. 
Three, these people and others in the organisation, too, were 


bickering about the politicking and inefficiency. So, what hap- | 


pens? You begin to feel ‘maybe I should be going’. 

“But he, too, could not let go; whatever the politicking, there 
was so much recognition and adulation he got from the people 
within. This love is what makes going away very difficult. He 
was loved by everyone. By his sales and marketing people, by 
his customer service staff, by the finance guys, by the canteen 
staff, the secretaries — all except some lobbies. Then as a hu- 
man you ask, what am I working for? How much money can a 
man possibly need? Even I would tell him you are loved over 
here, what else could you want? But the internal lobbies were 

outside his control. The old guard wanted to hang on to its 
coterie. They did not want the 40-plus professionals 
to get their rightful position. I think Pritish re- 
alised that sooner than I expected. That is 
why he went on a year’s posting when the 
former MD’s tenure was extended. 
"But where is the recognition of 
human goodness? Both Venkat 
and Pritish are different expres- 
sions of attachment to an or- 
ganisation. But the common 
chord that binds the two are 
human feelings! Colleag- 






















man face because of se- 
vere competitive press- 
ures or what you call pol- 
iticking. The love and 
recognition comes from 
other quarters, from 
people who do not feel 
threatened by your posi- 
tion. Itis this love that you 
find hard to let go." 
But what is the genesis 
of that? Is it that people start 
liking the adulation and love? 
MJ said: “Probably because af- 
ter years of working at building 
your career, the only relationship 
you have with life is through your 
career. The only place where you 
achieve self-actualisation is through the 
organisation. There are immediate rewards 
for performance, stock options, laudatory let- 
ters from parent companies. Thus, there is continu- 
ously an upward mobility which is visible, measurable and 
quantifiable and that mobility on your career graph is what you 
come to see and know as growth, progress, success, achieve- 
ment and accomplishment. There is no other aspect of your life 
where you even think self-actualisation is possible. Simply, you 
don't know any other way of living!” 





è ees \ 


I completely agree with MJ. The desire for recognition, for | 


power, for achievement and self-actualisation — it's through 
these we feel ‘accepted’, and, therefore, loved. But when you 
leave the organisation, people see you minus the power, posi- 
tion and designation. What then becomes visible is the person. 
Then come the memories of his goodness; because when the 
person is there, you are fighting to grab his glory, his position; 
when he leaves, that threat goes away, but then so does his 
good influence on our lives! 


ues do not see your hu- | 

















The scary part of organisations is its dynamics; so many 
people, so many ambitions, plans, ploys, feelings, thoughts, 
transactions — you have to survive all that! "People who have 
had to give up position have gone through trauma in the 
process of giving it up,” said MJ. “Most of that happens because 
he still has not gained the recognition for his true self, his good- 
ness; all that he can get from being a part of an organisation is 
the glory and power which unfortunately, no one realises is so 
transitory. It lasts only as long as you are in the organisation! 
But what stays with you is your real worth as a human being, 
which: a) you did not work on while you were a part of the or- 
ganisation, or b) maybe you did, but no one saw it, or c) you 
haven't even come to realise how much more valuable your 
goodness as a human is than as a worker. Hence this dilemma, 
this hesitation, this desire to hang on to the organisation, to the 
glory of power and designation, the comfort of a small group 
and small values. 


good to you, where transactions with people fruitfully engi- 

neer the successes you want — you dont realise or think that 
this is a product of a well-managed human relationship. You 
don't take the time to appreciate their goodness. You fail to re- 
alise that you are enjoying good relationships based on trust, 
kindness, understanding and goodness, among other things, 
which is what has contributed to such a satisfying relationship. 
It is not to be seen in organisational jargon like ‘teamwork, but 
as one of human relationship. Do we take the time to express 
these feelings? We don't. We say thank you. But we never ex- 
press gratitude for the goodness that comes forward when a 
person does the impossible for us; we store gratitude as frozen 
words, which thaw and come forth when a person is leaving. 

“You heard those speeches for Venkat a little while ago. Re- 
member the anecdotes they recalled from so far back in time! 
One fellow said: ‘You were my mentor, my parent!’ My God! 
‘What I am today is due to you. I remember how you would sit 
and work out lengthy tables and charts for me. You'd practically 
do my work for me when there was a crísis. You need not have 
done that, but it made my running easier.' Nice words, but only 
a little too late. Why don't we tell people that we are noticing 
their goodness? That we feel special because they are doing 
something for us? If Venkat knew how much he was loved, he 
might not have resigned just due to someones5 harsh words! 

“But Pritish benefited from the time and distance that the 
15 months in South Africa gave him. He saw Maggor India from 
the outside and he was able to put it into his life's context much 
better. Stepping out and distancing himself from here, he was 
able to discriminate and see things in a context. But when he 
was here, there was a huge muddle — the recognition, the love, 
the adulation, the great words of praise on one side and doubt 
and disrespect on the other. The immediate solution he sub- 
consciously found was to take this break. It was only when he 
distanced himself was he able to sort it all out in his mind. Then 
Ithought he would not come back. But strangely, he came back 
after 15 months. He said he felt as though he was being drawn 
back. He sat around for a month or two then resigned. 

“Once he said to me: ‘MJ, I think I came back because 
maybe I wanted to see if I was missed.’ How honest! On his re- 
turn he found that everybody else had moved on, the organisa- 
tion had not stopped without Pritish Das. Yes, many people had 
missed him, but nobodys life had changed. The critical learn- 
ing was that nothing had changed during his absence! They 
had missed him, but it had not made any difference to the or- 
ganisation. So when he came back, he realised that it would go 
on even if he wasn't there! That he could go, let go." 


| N an ongoing life in an organisation — where people are 
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I could understand this completely. If when he had come 
back, the company was in shambles and if people had said: "We 
are so glad you have come back. Can you turn around the com- 
pany quickly? he would have felt glad he came back. 

What MJ said made me grin. "But the reality of organisa- 
tions is that no one will say that. When a man takes on a new 
wife and the old one comes visiting, can you imagine the new 
wife saying: 'Oh the kids missed you so much, even the dog has 
stopped eating and your husband is just not what I thought he 
would be; take him back, take them all back, they can't do with- 
out you! That won't happen, because even if in her heart the 
new wife knows it is not working, she wont let go! She has got 
that position after a lot of struggle! 

" Pritishs life is a very interesting one for me. Like he himself 
says: ‘There is no way I can say if the organisation would have 
been any different had I stayed on.' Life is like that, you will 
never know. How can you walk on two roads? The path not 
taken will always be a mystery, won't it? But that is where hu- 
man learning lies. If you have decided to go, don't turn and look 
back. But there will be that human need to look back. You will 
turn back to see whether they are still profitable? Whether they 
have made those decisions you had put forth? Is someone un- 
doing what you did? You will look up the share prices of your 
old company, you will read about the moves its rivals make and 
you will also think: ‘I told them to do this ages ago, but they did- 
n't! Now see XYZ has come in and done just what I said!’ But life 
is like that.” 


company, MJ,” said Deo. MJ agreed: "No, it's not so easy. It is a 

place you spent so many years in. I won't say let it go. I will say 
sit and introspect. I know itis not easy at all. But if you do not as- 
similate the process of the departure and resolve the dilemma, 
then in the new place, you will tend to compare. I know of man- 
agers who have gone in a huff without resolving their feelings. 
They go into a new place and say things like: ‘I cannot make 
new friends. I cannot be on the learning curve any longer. I can- 
not bear mediocrity — people here are so different, the ethos is 
so different, I need my silence, I need my corner,...' If you let go 
of old relationships, you will find it far easier to accept the new. 

"Certainly move on and dont live in the past, but why 
should you forget it? What is the point if you must go from one 
organisation to another if you will not carry with you the whole 
basket of learnings and emotions that made you? Do you forget 
school when you join college? There is no need to forget, but 
move on you must and not live in the past. The biggest thing we 
learn from organisations is people. An organisation is, in fact, 
about personal relationships. There is nothing like professional 
relationships. All that is humbug.” 

MJ then got up to leave. “We must hold on, hang on to the 
people who genuinely care and love the organisation,” he said 
to Deo. “Those are your real assets. That is why I grieved when 
Pritish left. He was one man who loved Maggor. And people 
who truly love the organisation are the ones who will grow as 
you grow, who will put their needs on hold when the organisa- 
tion is in need, who will stand up for the company when the 
Sh Nes oe chips are down. And I tell you this, hold on to the people who 

LN love the company. People who love the company are the ones 
who will adapt with changing fortunes. Others will abandon 
the organisation in times of need. Companies today are reck- 
lessly retiring their old teams for whatever reason without real- 
ising they are selling the family gold. You can get competence 
— you can hire it, train it, create it and grow it. But you can't get 
loyalty and love that easily. It's either there or it is not there. And 
if it is there, hang on toit. And yes, take time to expressit!” Bi 


| T's not easy letting go so many years of association with a 
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firms as clients. Sachdev has been a con- 
sultant for over a hundred companies in 
the areas of talent management and or- 
ganisational transformation. 


workplaces. A company does well for 

along period of time. People get used 
to a certain way of working. Success 
comes by repeating what they have done 
year after year. 

Meanwhile, the rules of the game 
change. The company begins to slip. The 
environment changes at a faster pace 
than internal change! People feel they 
have a crisis on their hands. The com- 
pany begins to show poor results. It is 
surprised by the developments. It does 
not know what has gone wrong. Every- 
one has an answer of his/her own. The 
shareholders do not feel that the man- 
agement has the competence to pull the 
company out of its troubles. 

The CEO who has been successful is 
about to retire or move out. The poten- 
tial successors do not look like suitable 
candidates any longer. An outsider is 
brought in as CEO to take drastic action. 
His/her agenda is to bring about change 
quickly. He/she is considered an unbi- 
ased person who will not hesitate to take 
tough action if required. The change 
process begins. There is not enough 


Tes case applies to many of our 
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time to think through and plan in depth. 
There is an urgency to act and set things 
right. People are not fully involved in de- 
signing and planning the change. There 
is fear and insecurity. People begin to 
imagine the worst. Communication is 
not timely and there is lack of trust. Ru- 
mours fly thick and fast. Soon people be- 
gin to leave — some are no longer 
wanted and others who are very impor- 
tant, get upset and leave. 

A debate starts on the kind of culture 
that is needed. When the going is good, 
people seem to care for each other. Loy- 
alty and love for the company are valued. 

People are fond of their work. Even if 
better jobs are available, the inertia pre- 
vents people from leaving the safety of 
their environment. 

Then something goes wrong. Mis- 
takes are made in framing the business 
strategy. The management takes its eyes 
off the marketplace. It is not watching its 
rival’s moves. It is not listening to its cus- 
tomers. It is not investing in the right 
things such as new products and better 
technology. When things begin to go 
wrong, people start questioning every- 





W Should we convey our appreciation 
for each other at every moment rather 
than say it only at farewell parties, when 
itis too late? 
W Why do people hesitate to express 
their emotions openly? Is it alright for 
'men' or 'grown-ups to cry? 
ll Should we tell talented people that we 
want them to stay and we have a 
planned future for them? 
li Is it possible to form communities at 
the workplace in which people can dis- 
cover who they are and can be friends? 
ll What makes people stay in a compa- 
ny for long periods of time? When peo- 
ple leave, what ‘triggers off’ this action? 
ll Should we reward people who love 
the company or should we recognise 
those who produce ‘results’? 
ll Why should we take a CEO from ‘out- 
side' and think he will be more compe- 
tent? Is this because we don't know the 
shortcomings of the newcomer and put 
too much emphasis on the minus points 
of our own people? 

It is, in fact, possible to build a great 
workplace which has high trust levels 
and a well thought-out business strat- 


Yes, the ‘touchy-feely stuff’ actually builds the internal 
health of the company. But that will happen only if there is 
a well-thought through business strategy and smart 


processes are not forgotten 


thing. The new CEO challenges all cur- 
rent practices. The love for each other, 
relationships and loyalty are found to be 
inappropriate. People say the company 
has been too ‘soft’. Its people orientation 
has sacrificed results, they say. 

We can safely assume that this case is 
similar. Sinha is the ‘outside recruit’ who 
is out to prove a point. Venkat is the per- 
son who cannot suffer this process and 
leaves. Pritish is the promising star who 
is not able to ‘make it’ to the top due to 
the environment and his state of mind. 
This is a classic case of a company which 
hasn't thought through its strategy and 
HR practices. The succession planning, 
'change management' and communica- 
tion are all faulty. The blame has to be 
taken by the shareholders for having 
been asleep on their jobs for so long. 

The case also raises some deep is- 
sues in the dialogue with MJ, the ‘wise 
old man' of the company. These are: 

W Is love a value which must be ex- 
pressed in the workplace? 

ll Should we select and reward people 
based on values or skills or both? 





egy. Itis good to have a culture which en- 
courages people to love and express 
their emotions openly. If we care for our 
people, we should be able to demand 
better performance from them. High 
performance with high people orienta- 
tion is possible. Knowledge and skill 
gaps can be filled far more easily rather 
than weaknesses in values, attitudes and 
character. It is critical to be in touch with 
the state of mind of the people at all lev- 
els and at all times. Transparency is criti- 
cal when things are bad. If we involve 
our people, we can prepare them for 
change which may be painful but neces- 
sary. Organisations that are demanding 
but not caring suffer flight of talent as 
soon as better opportunities arise. 

Yes, the 'touchy-feely stuff' actually 
builds the internal health of a company; 
provided that there is a well-thought 
through business strategy and smart 


| processes are not forgotten. 


Even as corporations become more 
‘performance ethic’-oriented, I hope 
they do not forget the hugs, smiles and 
tears that make workplaces human! W 
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Kaushik Gopal, a Mumbai-based psy- 
choanalyst, works as a consultant in the 
areas of individual and group processes. 


of an organisation is creation of 

value. At a very basic level, there is a 
transformation process that converts 
something (like raw materials or knowl- 
edge) into value. This, also called the pri- 
mary task, sustains the organisation. 
However, this is far from being a simple 
process. Let us go a little deeper. The or- 
ganisation can be broken down and 
seen as a network of relationships (quite 
apart from its physical address) that are 
engaged in the primary task, either di- 
rectly or indirectly. Even the awareness 
of the environment, the consumer, and 
the past, present and future are a part of 
the regulation of the primary task. 
Therefore, we are not only looking at 
what happens ‘inside’ the organisation, 
but also its perception of the outside. 

In the process of engaging in this 
transformational function, being hu- 
man, an emotional penumbra develops 
simultaneously. This penumbra of emo- 
tions adheres to the network of relation- 
ships that are engaged with the task. 
When we look closely at the emotional 
aspects, there are two important ver- 
tices. Oneis that emotions in general can 
have both a positive or negative tone 
and impact. The second is the impact of 
the leadership on the emotional current 


T HE primary reason for the existence 
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or state of the network of relationships. 

Positive emotions adhering to the 
transformation imbue it with an atmos- 
phere that has hope, warmth, friendli- 
ness, trust and spontaneity. But when 
negative emotions predominate, suspi- 
cion replaces trust, friendliness is re- 
stricted to the group you ‘belong’ to and 
people are wary of each other. All organ- 
isations go through periods of being 
dominated by one or the other. This is 
where it gets connected to the nature of 
the leadership. 

Ifthe leadership is perceived as being 
fair, sensitive, humane, open-minded, 
accessible and beyond the politics of 
power, an atmosphere of trust is created 
and this percolates into the emotions of 
the workplace. But if the leadership is 
perceived as weak, self-serving with tun- 
nel vision and inaccessible, then disillu- 
sionment percolates and vitiates the at- 
mosphere of the workplace. 

Let us cut fora moment into the phe- 
nomenon of success. By itself, there is 
nothing that says that if you have a 
friendly atmosphere at work, success 
comes naturally. There are times that 


themselves what kinds of emotion they 
help build around themselves. When 
this happens (and it requires a lot of hu- 
mility and objectivity) the leader can 
learn about himself through the way he 
is reflected in the emotional penumbra 
ofthe workplace and thereby help to cal- 
ibrate himself more appropriately. 
When Deepak Sinha became the 
new managing director, many things 
started to happen. The most important 
fallout was that a number of people 
started to leave or were told to leave 
Maggor. It seems to suggest that a tacit 
diagnosis had been made by the incom- 
ing MD, one suggesting that the compa- 
ny's downslide was a result of human er- 
ror. One wonders about the wisdom of 
such a move. This can be perceived 
down the line as arbitrary and high- 
handed. The group feels it's under siege. 
When attacked, people tend to huddle 
together to comfort each other. Such a 
move can create an atmosphere of fear 
and uncertainty. Perhaps the value cre- 
ation network will start ‘doing it right. 
There may even be a turnaround but at 
what price? If the previous regime was 


The leadership needs to keep one eye on the 


transformational aspect and the other on the penumbra of 
emotions. But the leader's task becomes difficult because 
his own behaviour also determines the emotional penumbra 


bullies achieve success, though the peo- 
ple down the line pay a big price. The Ro- 
man galley was, perhaps, a good exam- 
ple of such a process. 

This is definitely not meant to be a 
hardsell of how success can happen in a 
friendly, warm atmosphere. The two do 
not always have a positive correlation. 
We need to look at the atmosphere for its 
own sake and not merely as a means to 
an end. We must be concerned about it 
because it simply makes us happy. The 
transformation of the organisation pro- 
duces value and, therefore, the potential 
for success. If this happens in an atmos- 
phere that is happy, the better it is. A viti- 
ated atmosphere creates costs that re- 
duce the value produced. 

The leadership needs to keep one 
eye on the transformational aspect and 
the other on the penumbra of emotions. 
But the leader's task becomes difficult 
because his behaviour and outlook can 
be an important determinant of the 
emotional penumbra. In other words, 
the atmosphere is influenced by his 
style. How many people can truly ask 


incompetent or inefficient or ineffective, 
the matter needs to be brought to the 
surface by the leader to demonstrate it 
and obtain a consensus. The leader 
must build credibility. And there is noth- 
ing in the process mentioned showing 
this. We see the MD's rash behaviour and 
gloom descending. This behaviour con- 
tributes to the negative emotional 
penumbra that will pervade the organi- 
sation and will just not go away. The 
workplace becomes a sad place. 

To quote from the case: “when you 
join an organisation you know there is 
already an existing power system, exist- 
ing loyalties, existing trust and authority; 
and you have to start establishing your- 
self from scratch. It would be a huge mis- 
take to appear as the latest laundromat 
in shining armour whose goal is to undo 
all the previous guy did or to make him 
seem doubly irrelevant or incompe- 
tent." This is what actually happened. 
And it is this that starts playing into the 
atmosphere of the workplace that ad- 
heres to the network of relationships en- 
gaged in the transformation. re 
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ON'T you hate it when you open 
your mailbox and find it flooded 
with spam from scum trying to 
peddle everything from Viagra to 
s vacations? But honestly, there's 
‘nothing you can do, except live with it. 
Unless, you give your email ID up. Did | 
hear you say, "bah"? Dont “bah” me. I'll 
tell you why in a moment. 

Let's assume for a moment youre 
one of those 300 million people across 
the world who ve signed up with Hot- 

mail for a free account. Like all Hotmail 
users, chances are most of your email 
will be junk. Youd be tempted to 
imagine Microsoft (the company that 
owns Hotmail) routinely sells your 
email ID to spam companies. Given 
that it costs the company $3 to 
maintain each account for a year, 


-there's reason to believe so. But I refuse 
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to believe Microsoft wants to make 
money selling your profile to work-at- 
home scams or Nigerian dictators. 

The clearest pointer to that comes 
from The Spamhaus Project (www. 
spamhaus.org), a non-profit organisa- 
tion devoted to fighting spam. "The 
method by which spammers harvest 
email addresses directly from mail 
servers has been 











Misit, Mete 


Mi UN 
MN es TUNI 
PRI ve Mc 
EE SE 
m 


SEH ene 
rise 
i: 
H f: 


TE 
T 


i 


E 


* Nuus 
Pre a 


SAE. Qe 








nace trips anne tn ass a DAS TE aate MESO APNEA AICTE enmt 






puse ume 


known for years. It's called a 'dictionary 
attack’ and both Hotmailcom and 
MSN.com are highly vulnerable to it due 
to the sheer volume of email traffic their 
servers handle each day, traffic in which 
spammers conducting dictionary at- 
tacks can hide... undetected for many 
months at a time. Spamhaus has proof 
that atleast one spammer has been con- 
ducting a massive dictionary attack 
against the mail servers of Hotmail.com 
and MSN.com at the rate of 3-4 tries per 
second, 24 hours a day, 
„for five months. 

*Dictionary attacks 
work by spammers us- 
ing software which 
opens connections to 
the victim's mail server 
and automatically sub- - 
mits millions of random 
addresses, such as 

| 3 ‘michaelFxy2@ hot- 

mail.com and ‘marlal892@hotmail. 
com’, recording which addresses suc- 
ceed. These are... added automatically to 
the spammer’s list, which is then resold 
to spammers worldwide.” 

Once your email ID has been sold to 
a spammer, there is no way your address 
will ever be the same again. Having said 
that, life minus email will never be the 
same again. Which is why, here are a few 
pointers on what to do and what not to 
do when dealing with spam. 


Give It Up 


Like I said, if your ID is being spammed, 
just give it up. Geta fresh account and re- 
member a few things. 

Bi When you sign up for anything on- 
line, don't use the email ID you use for 
official and personal correspondence. | 
mean, I'd be foolish to use my Business- 
world account to access a mailing list or 
for that matter to sign into Amazon.com. 
Instead, create a separate account. 

Like I said earlier, it's fairly stupid to 
continue using accounts like Hotmail. 
But if you insist on doing so, create an ID 
that combines random alpha numeric 
characters, For instance, charles$_123@ 
hotmail.com. Most dictionary attackers 
cannot crack that kind of combination. 


Use Technology 


There are some very decent software op- 
tions available in the market that can 
help keep spam out. Take Spam Buster 
for instance. Available on www.contact- 
plus.com, there is a free ad supported 
version and a paid ($19.99, approxi- 
mately Rs 1,000) one. It works like this. 
After you have installed the software 
on your machine, Spam Buster com- 
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2s the information on the email 
der with the options that you feed 
into thespam settings. 
<> Ifthese settings indicate the sender is 
a friend or a known user, the mail is left 
alone. Else, the software searches the 
mail from top to bottom to figure out if 
there are some known spamming strate- 
gies in the content. It also checks if the 
mail has originated from a spammer the 
Software database knows about. At the 
end of which, if the mail is spam, it is 
`: marked with a red checkmark. But Spam 
^ Buster doesnt quite work on Web-based 
accounts like Hotmail or Yahoo!. 
. Forthat, there is another fairly nifty 
piece of software floating around called 
SpamKiller. (www.mcafee.com). It 
—  - comes with thousands of filters already 
-—.  installedandnew filters are released reg- 
<- ularly, based on careful analysis of 
 McAfee's. ‘spamtraps. SpamKiller checks 
McAfee servers once a day for new filters 
— that means your protection is always 
up-to-date. What I like best about 
.. SpamKiller are features that actually al- 
. .lowyouto fight spammers. For instance, 
..  dtautomatically sends out complaints to 
* . website hosts and Internet service 
. providers (ISPs) from where the message 
originated. Because most ISPs have anti- 
spam policies, spammers often end up 
. with their accounts being cancelled. But 
it comes at a price. 

And, finally, my personal favourite, 
SpamNet. Built by an Indian, Vipul Ved 
Prakash, it is available for free on 

_www.vipul.net in two flavours. One for 
Unix users and another one for users of 
Microsoft Outlook. SpamNet works pre- 

tty much on the same premise that Nap- 

ster did. Just like Napster allowed you to 

share a central list of your favourite mu- 

sic, SpamNet allows us to share a central 

list of spam. Individually, this reported 

.. Spamisnt very powerful, but the collec- 

| tive reports of millions of email users 
networked together holds the potential 
to block virtually all spam on the Net. 
ownload this product today. It's got all 
kes to be the next killer app. 8 

























The bottomline is that 
the product itself must be 
good. Itis important to 

develop products that will 
make the customer think, 
Tam glad | bought it’ 

‘Tam glad | used t, 
lam glad | had tt. 


Norio Ohga, chairman, Sony 
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Announcing the Businessworld- 
NID awards for design excellence 
in the corporate sector. Entries- 
are invited for all the six 
categories. To participate, ask 
for the free application form by 
sending an email to 
designexcellencecco 
bworldmail.com OR 
designexcellence@nid.edu. 
Last date for receiving = 
completed application form is 
15 February 2003 
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MALA BHARGAVA 


THE SOUND OF MPS 


HETHER it’s because the PC industry 
has been so very ho-hum for the past 
two years or because it's the next natural 
step, there's been a perceptible shift 
towards all things converged and digi- 
tal in the world of technology. And that's where 
tech-watchers think most innovations will hap- 
pen this year. Of course, all ideas dont neces- 
sarily translate into revenue; but what 

the hell — gadgets are fun. E 










Discman-like MP3 CD players in this range from 
Creative, Sony, Philips, D-Link and MEPL. Watch 
out for the cheap fakes that could have known 
brandnames painted on them. These have cheap, 
plasticky bodies that chip easily. 
The most exciting ones are the ultra-portables. 
They could cost you from Rs 3,000 to Rs 25,000. You 
| need to look for storage capacity in these players — 
| preferably not less than 64Mb, good battery life (a 
| ^ ithium ion battery will give you that), easy music 
Take MP3 players. MP3 is still a dirty CS transfer, size, weight and good sound. Some ex- 
word in the music industry, but like all tras to look for are graphic equalisers, FM radio 
dirty words, it's got people perked up. — Apple's iPod can carry up to and voice recording. In the Rs 3,000-10,000 
MP3 players used to be desirable things ^ 4,000 songs — possibly your category, you get basic players with no extras, 
once — just because they were so expen- entire music collection! while in the top end you'll get a combination 
sive. The first few players that came into ————— — — — —  -acamera, a cellphone, and so on. Creative, 
India cost more than Rs 20,000 a piece, which is a lot to pay Samsung, D-Link and Philips are the known names here. 
to listen to a bit of hard-to-get music of doubtful legality. It Some of the newest players are Compaqs iPaq player 
was the whole CD writing and 'easy MP3 ripping revolution and Apple's iPod. If you're shopping abroad, the SonicBlue 
and the sudden influx of cheap CD-VCD-MP3 combo play- | Rio, earlier popular as the Diamond Rio, is another very 
ers that brought prices down. A lot of Taiwanese and other | good one to pick up. Of these, the new and extremely delec- 
local and ‘fake’ players available sans bill also helped. table version of Apples 
If you're looking for an MP3 player today, you've gota | iPod offers 5Gb, 10Gb 
range of choices. At the top-end, you have the more expen- | and 20Gb models. That 
sive systems that combine MP3 playback with a hi-fi system could hold your music 
or with a DVD player. Or even with a home theatre system or collection for the next 10 
a television. In this category, there's an expensive five- | years! If you think of it in 
speaker model from Onkyo; a home theatre system that | terms of number of 
plays MP3, DVD, CD, VCD and radio. That should set you | songs, that could be 
back by Rs 50,000. There's also a Rs 36,000-model with MP3, | about 4,000, which is a 
VCD, CD and CD-RW. In the same range is a model from | lot for a tiny gadget that 
Samsung for Rs 36,000. It also has MP3, VCD, CD, DVD and | can easily fit in your 








S ME Other than the curvy Samsung 
CD-RW and surround sound. Philips' model for Rs 32,000 pocket. Look for the ver- allure, the Yepp has great sound 


has CD, VCD and CD-R/RW besides MP3. There’s also ahi-fi | sions that support both and can be clipped on your belt 


Mac and Windows. 

Of the ultra-portables that are available, check out Sam- 
sung's Yepp. It's a small and attractive teardrop-shaped 
gizmo that's packed with features. It has 64Mb storage and 
very clear sound — about 12 hours of it. Ithas an FM radio, a 
graphic equaliser and voice recording. It works very fast 
with the PC through a USB connect. It’s easy to use but its 
buttons get hidden when you've got it in à belt clip and it 
doesn't have a remote or buttons on the headset. It looks 
speakers and television. great and costs Rs 9,990. Creative, too, has its Digital MP3 

Another chunk of MP3 players | Player. The 64Mb model is really slim and has good sound 

that cost between Rs 10,000 and | and good battery life. It has sound recording as well, an 
Rs 15,000 are hi-fi sets that can also | equaliser and USB connect but no radio. It also has an ex- 
play MP3. These typically don't play | pandable slot to add memory. This one costs Rs 8,799. 
DVD or VCD but are regular boom | ————————————————————————— 
boxes. Philips was the first to add Mala Bhargava is with Cyber Media (India) and edits 
MP3 to these. You also get portable Computers@Home. You can email her at malab@cmil.com. 


system from Sony for Rs 23,990 with MP3, VCD, CD and CD- 
R/RW. There are a whole lot of play- 

ers that play multiple formats 
cn sica priced between Rs 12,000 and 
clear sound Rs 20,000 from Samsung, Philips, 
Sony, Panasonic and Onkyo. Most 
of these models are fairly similar in 
terms of quality, so you have to see if the 
CREATE one you've chosen works with your 


Creative’s Digital 
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| A “Which firm MMC atoro digital assistant, — in 1994, which failed in the market? 
[ (a) Motorola (b) US Robotics (c) Hewlett Packard (d) Sony 





ec NESE no de i me NM e Ye eb SR ce as qe ai mcam SAO as i ada eae GE, E ae aA aa Mese qe ee HELME HIPH mo I PUR M 


). Which pharma company was founded by the late K.B. Suri in 1984? n 
(a) Morepen Laboratories (b) Wockhardt (c) Cipla (d) Paras Pharm aceutica " 


an th MOM oe ne e a See ad m Aa De meshe m ab ne ah a gh m aT ap de der Qa 23 Qe RE a ah aie an i rim memo ay ub de me dp SM de A rh EE 


* Who, along with James C. Collins, wrote Built To Last: Successful Habits Of Visionary Companies? 
- a) G.A. Moore | (b) E.A. Champy (c) J.L Porras (d) R.H. Waterman 
4 This car, which was launched recently, has the baseline ‘Spoil Yourself. 
(a) Opel Vectra (b) Toyota Camry (c) Tata Indigo (d) Mahindra Scorpio 
This famous but controversial business magnate edited a magazine called Shaft at school. 
(a) Larry Ellison (b) Bill Gates (c) bip) Hefner (d) Richard Branson — 
6 -Which company has launched its range of personal computers under the 'Cybercom' brand? 
(c) Wipro (d) HCL 


Which MNC owns the well-known om brand S. Pellegrino? 


9 Danone (b) ee (c) Coca-Cola id) toa Pernod Ricard 
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i. What passion do Reliance’ s Anil Ambani and Unilever chairman Niall Fitzgerald have in common? | 
(a) Scuba diving (b) Running (c) Bungee jumping — (d)Go-karting - | E 
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ow Which is the first civilian aircraft to be designed and manufactured entirely in India? 
|. (a) Hansa (b) Marut (c) Saras (d) Krishak 


ARA tent o AC de mW, Ro ied se Mom is me nde HR e aA t 


| 108 Which Indian company created Coca-Cola's ‘Coke Cool Summer’ campaign in China, the largest and most successful - 
. 8MS campaign in the world to date? 


| o (à Contest2win (b) Plagwink Infravest (c) Prizes2b1 





"WHAT'S STOPPING YOU? 


ASAA nni AA ti Masi 


PA Pe ci i ae ne NAE Ta 


-Answers to AMITY BIZQUIZ # 74 


. Which business personality showed up in a hula skirt on Wall Street to fulfil a bet? Sam Waiton 
Which advertising agency created the ‘I Love You Rasna’ and ‘Only Vimal campaigns? Mudra 
. Which business personality is the author of the book Business As Unusual Anita Lucia Roddick 


. Who administers the Common Admission Test (CAT), the entrance test for a management degree in business administration? 
iM-Calcutta 


. Quality service, cleanliness and value are core principles of: McDonald's 
. Which was the first-ever Hindi movie to be insured? Taal 
. Which Japanese company is the worldwide owner of the Dunlop brand? Sumitomo Rubber 
8. Who out of the following is behind the Shakti Bhog brand of atta? Kewal Krishan Kumar 
-.'8. When did satellite broadcasting begin in India? 1991 | : 
< Q0. Which ayurvedic product based on the plant arogyapacha shares its profits with the tribe that discovered its properties? Jeevani . | 


Winners of AMITY BIZQUIZ # 73 


1. Aekta, Delhi 2. Ajish Gopan, Gurgaon 3. Sony, Bangalore 4. Ashwini Bharat, Delhi 5. Vaibhav Kalia, Kolkata 6. Monarch Raval, Vadodara 
7. Vivek Kumar, Kanpur 8. Shadab, Mumbai 9. Deep Gupta, Kolkata 10. Brijesh Madhusudan, Chennai 


Got 


Start with Rs.1000 from us. 


st l | www.firstandsecond.com — . | 
g on to Firstandsecond.com for one of the largest collection of books India's biggest book stop = 
the world. Lucky 10 winners of the Bizquiz, get an accelerated delivery AME Bee Conndughi Placa New Deihi. -< 


jift voucher worth Rs. 1000... : 





A14/23, Sector Road, DLF Phasel Gurgaon- |. 
. 6-33,SettordB, Nolda . |] 
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Do You Subscribe to: Businessworld [| Business Today [7 LI 
Pl 
E PE > | 5. > ‘ 8. : du, Ey I ). | Submit your answers online at I" 
id | a) (a) a) qi. (UD te (otl (e j. wwwmiyedu/hq — |. 
"pk BEL BL A a dL] ON ell (eC ep] | er matreerremonsestn: [o 
| D ie l (c) L] (c) [] (c) [] (c) a (c) CJ (c) L] (cj L1 | (d x | ie L AKC House, E-27, Defence Colony 
90 MID (0 (D (WO @O «1 @O fO wo Lesen] 


- Rules and regulations | 


s p B This contest is open to all Indian citizens except amployess (and their relatives) | prt and ABP Pvt Lid. BE Businesswor'd will not be responsible for any postal delays, losses i transit or mutilation ^ D 
“oo Of entry forms. All entries will be treated ax the pue ua dadda 


d reserves the right fo terminate or extend the contest ot any lime, oro uccept or reject entries at its absolute discret 





zt D n n of Businessworld 38 Businesswor i | On 
cos 0 hout essigning any reason for.the some W Git will be sent to the winners, who will be individually intimated, through registered past/courier/email B The jurisdiction regarding this contest will tes 
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Career information that makes sense. 





Surfer Speak —_—_______, Jobsofthe week 


| Appiy at: id Www jobsahead c com/lobwo 
d Are you currently employed? faces Hen Jobs 


E 0% Saws Yes, But | am unhappy with my Job. 
No. 


Career Focus 








Yes. And | am happy with my Job 


Cast your vote: Log on to www.jobsahead.com/jobworld.html 


City Watch — ~ 
Advertising Jobs in the Economy 









i Bl Client Servicing 





ll Creative Design 








E] Production 





C Media Planning 
Bl Others 
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Find your HR Job: Log on to www.jobsahead.com/jobworld.Html 


Resume Blaster Discount Coupon 
Send your Resume to 1000 Placement Consul anis across india instantly! 
Geta “Top 1000 Consultants Directory”  FREEN! 


Iu Within 9 days re ach out io 1000 Consultants > EFFECTIVE: | instant URINE — 7ÀV d e mu 
* EASY: No running around, No time wastage! EL AFFORDABLE: @ Less than Re.1 pert D CUM «3/0 LIH count 


p 
+ 
| t 
' Yes, IMr/Ms .. .. — |  ... wou Id like to subscribe to the Resume Blaster Sanlice: p am enclosing my resume 1 
al ong with a Cheque / DD payable in New Delhi in favour of Webneuron Services Ltd for Re-1290/- Rs. 990/. " 
i 
4 
kd 







Boa | 
1. . .Mailyour Resume and the Discount Coupon to: JobsAhead, 52-B, Okhla Industrial Estate Phase- I |, New Delhi A. 
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Log on to: www.jobsahead. comi Messenger, html 
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espondents/ senior: correspor ; 
th a hate interest in macroeconomics, econnt 






| tandi y young men and women justi out tof feollege and 
er in supine journalism may also apply. . ; 












2 casé sènä a 600-word article/ comment on any hus h 
i with your d detailed resume. 








-edit ito loo 
ewrite business c copies piers They will bee expec it | 
ies filed by reporters. They should be able to prot 
pressure and tight deadlines. Apart from having: an 


uu are pected. to keep abreast of all economic 

















3l with. one to two years of weitinge) experience wo 


kea Copy test a at the Businessworld office. D 









By ec itor: We are looking tora a senior journ: 
can create a rewrite desk, which will fubetiod. al 
: a post for senior editor level Journalists. 
maly: your application, complet in al respects 


à tons@bworldmai com, 
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te 
ht o y 
special foe dre 
tres. But with their first 
child dead and the second 
mentally challenged, they 
wanted to be extra careful 
during Arunas third preg- 
nancy. The gynaecologist at 
Coimbatore, where they lived, 
referred them to Mediscan 
System, a clinic in Chennai. 
There, the foetus was given a 
blood transfusion after five 
months and another one later. 
The baby was born healthy. 

Heard about foetal medi- 
cine? Thats what Mediscan 
System practises, a super su- 
perspeciality that is gaining importance 
these days. "Since we are moving to- 
wards one- or two-child families, par- 
ents do not want to take chances," says 
foetal medicine expert S. Suresh, who 
started Mediscan Systems in 1985. 

As superspecialists — cardiologists, 






FN 


gastroenterologists, etc. — delve deeper | 


and deeper into their subjects, super su- 
perspecialists are born. Foetal medicine 
is two decades old, but recent techno- 
logical breakthroughs have made it a 
valuable discipline now. Vascular 
surgery is another new board you are 
likely to increasingly see at hospitals 
now. As is podiatry or feet care for dia- 
betics. Sports medicine, too, has been 
infused with renewed vigour with 
branches like orthopaedics, neurology, 
physiotherapy, bio-mechanics and psy- 
chology meshing together. 

Foetal medicine came of age after ul- 
trasound became widespread in the 
90s. With ultrasound, gynaecologists 
could spot malformations or defects in 
the foetus easily. The result: active inter- 





vention in treating the foetus instead of | 









Mediscan's Suresh examines a foetus for defects 


mere diagnosis. But any intervention in- 
volves high risk and is carried out only if 
the couple consents. Despite which, 
couples still want to try it — just like 
Aruna and Rajsekharan. "We were 
warned that the chances of abortion 
were close to 100%, but we decided to go 
ahead," says Rajsekharan. 

With the help of three- and four-di- 
mensional ultrasound machines and a 
colour Doppler (which uses sound 
waves to view internal organs), Suresh 
and his team have managed to transfuse 
blood to a foetus whose blood group dif- 
fered from that of its mother. They also 
managed to insert a catheter in a foetus 
that was unable to pass urine. Even cases 
of hypothyroidism (which can lead to 
mental retardation) and cardiac ar- 
rhythmia (irregular heartbeats) have 
been treated within the womb. 

Suresh has trained about 2,500 doc- 
tors from India, other South Asian coun- 
tries and the Middle East in these ad- 
vanced techniques. Yet few are aware 
about these advances and avail these fa- 
cilities. About 3% of pregnancies carry 


NICHE MEDICINES | PERSONAL BUSINESS 


SUPER 
CIALISTS 


medicine to vascular surgery, they 
all this and more right here in India 









the risk of a baby with a birth defect. Sir 
Ganga Ram Hospital (SGRH) offers tests 
ranging from a simple blood type test to 
albinism sequencing (Rs 13,000). 
Laments I.C. Verma, head of genetic 
medicine at SGRH. "Most ofthe cases we 
get are from parents who have already 
had a child with a birth defect." 

SGRH offers other niche treatments 
too. “A super superspecialist steps in 
once the doctor has managed the major 
symptoms of a disease, says Ashok 
Gupta, a vascular surgeon. Gupta treats 
diseases of the blood vessels through 
surgery. A common problem these days 
is peripheral vascular disease 
(PVD) or blockages in the 
blood vessels in the legs — 
sparked off usually by diabetes 
or a sedentary lifestyles. The 
vascular surgeon uses thin 
wires (1 mm or less in diame- 
ter) or balloon angioplasty or 
stenting to clear the blockages, 
and, if needed, even bypass 
surgery. Experiments are on to 
do molecular bypass surgery 
by injecting epithelial growth 
factors, that can generate new 
blood vessels. 

There are at least five cen- 
tres in the country offering 
sports medicine consulta- 
tions: Dr Anant Joshi's clinic in 
Mumbai (he also consults at 
Breach Candy and Bombay 
Hospital, Dr David Rajan’s 
centre at Coimbatore, Sitaram 
Bhartia Institute of Science and Re- 
search at New Delhi, Manipal Hospital 
and Hosmat, both at Bangalore. 

Frequented by cricketers like Rahul 
Dravid and Javagal Srinath, Hosmat was 
set up in 1993 by Thomas Chandy, who 
practised sports medicine in the US. 
Hosmat does computerised testing of 
muscles, aerobics and advises on nutri- 
tion. It helps develop special muscles re- 
quired for a particular sport. 

Surgeries on sportsmen are generally 
conducted through minimally invasive 
surgical techniques. "Treatment for ath- 
letes varies from physiotherapy and re- 
habilitation to hylase (a biological en- 
zyme which forms a lubricating layer) 
injections to manage inflammation of 
the injured area," says Ashok Rajgopal, 
an orthopaedic surgeon at Sitaram 
Bhartia. The cost of treatment for top 
athletes is heavily subsidised, ranging 
from Rs 2000 for a months physiother- 
apy to Rs 10,000-15,000 for surgeries. 

Doctors clearly are leaving no part of 
the anatomy uninvestigated in their 
search for new cures. wv 


R.A. CHANDROO 
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N. MUKERJEA 
OULD Gandhi have led India to 
independence any quicker had 
he read management books on 
leadership? Was Churchill any 
Ow less ofa leader because modern 
“tomes on leadership escaped his other- 
wise voracious literary appetite? 

— Though the questions may be some- 
what speculative, the answers definitely 
aren't. True leaders don't need lessons on 
eadership — it comes to them naturally. 
ut the rest who aspire to be leaders or 
mini-leaders some day, do, perhaps, 
need to hear leaders talk leadership. 
— Over the last two decades or so, this 
has become a favoured genre with al- 
most all publishers and they publish 
leadership in all its facets. From the su- 
per mom who in a fit of inspiration 
“writes from the kitchen counter to the 
(CEO who writes from the corner room, 








: RENU KOHLI 
, NE looks forward to insights on 
‘macroeconomics in India 
because there is an acute paucity 
of analytical material on the sub- 

' ject. The most significant contri- 
yution so far remains the two-part 
volume by Vijay Joshi and I.M.D. 


-prehensive analysis of the macro- 1| 
"economic architecture. The book | 
-under review, a collection of essays | 
enned as a tribute to Chintamani 
angarajan, former governor of the 
Reserve Bank of India (RBD, adds 
some. dimension to existing litera- 
ture. I say some because the collec- 
tion, edited by three of Rangarajan's 
lose associates as well as India's key 
olicy-makers is essentially centred 
on his concerns and expertise, i.e., 

monetary management and policy. 

! But festschrift though it is, the vol- 
. ume is compiled with care, both in the 
selection of topics and in the choice of 
authors. It is thus fitting that the first sec- 
tion of the book, devoted to macroeco- 
nomic policy, opens with a growth fore- 
cast by Lawrence Klein and T. Palanivel. 
.À noted expert on macroeconomic 
modelling in India, Klein addresses the 
question whether the country's higher 
growth trajectory of the 90s is sustain- 
able and concludes with a few caveats, 


L 


AAAA m A An e e AA AA AA AAA AAA A S, 


ERR Qo EER RHEE RARER OR XR E RTE THREE TEER ERR OH x X S XR he TERT ED EK E 


Little in the early 90s with its com- (gga 
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publishers throw at us leadership kitsch 
in all forms. It is a distasteful and subver- 
sive attempt at making people believe 
that they can aspire to be leaders, 
thereby adding to their misery. 

Leaders Talk Leadership may be the | 
10,000th such title to have come outin | 
the last decade. Not 
that it matters, be- 
cause this one, like all 
its predecessors, pro- 
mises to be the final 
or at least the semi-fi- 
nal word on the sub- 
ject. Of course, the fi- 
nal word comes at 
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some interesting. bits that make this 


: work stand out in parts although as a 


whole, it doesn’t stray from the norm. 
Take this. Jeffrey Katz, chairman, 
president and CEO of Orbitz, an online 
travel company, says: “Leaders may not 
always be the most popular people i in 
the organisation, for they may be forced 
to point out what others may prefer to 
ignore. But leaders know that applying 
their decisions in a consistent and ratio- 
nal manner eventually creates aconsen- 





MEREDITH D. ASHBY and - 
STEPHEN A. MILES are busi- 


the end of 200-odd pages, if 
you have the patience to sit 
through it. 

Like Hollywood action 
movies, most books on lead- 
ership are predictable and 


ness analysts at Heidrick & Struggles, one 
ofthe top executive research and leader- 

ship services consulting firms. They work 
on issues such as governance and hu- | 
man capital with clients worldwide. | 


quite banal. But there are 





MACROECONOMICS 
| AND MONETARY 
- POLICY 


By Montek S. 5 

Ahluwalia, Y.V. Reddy 
and S.S. Tarapore 

Oxford University Press 

Pages: 327; 

price: Rs 645 


notably on the pushing through of sec- 
ond-generation reforms. 

The rest of this section is devoted to 
monetary and exchange rate manage- 
ment along with a lucid discussion on 
inflation and growth — an issue on 
which Rangarajan himself has been a 
distinguished contributor. Manohar 
Raos contribution extends monetary 
management to exchange rate policy, 
arguing for a shadow exchange rate as a 
nominal anchor. One wonders what 
Rangarajan, a central banker-cum-re- 
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searcher, would say to that. Can central 
bankers distinguish exchange rate 
movements by cyclical disturbances and 
fundamental factors without a consider- 
able time lag? And reconcile it with time- 
inconsistent policies? 

The section on banking and interna- 
tional finance begins with an overview | 
of central banking by Andrew Crockett, 
who places it in the perspective of the 
developments of the 90s. The evolving 
role of central banks, covering the entire 
gamut from appropriate monetary tar- 
gets to the knotty issue of asset prices, is 
brought to bear in an elegant manner on 
Rangarajans position as the architect of 
financial sector reforms in India. Com- 

| plementing this is an economic history 
| of money, finance and the external sec- 
| tor in the past decade by Bimal Jalan, 
, who pegs the changes to Rangarajan's 
| contributions in a piece that is clearly a 
tribute to the former head of RBI. 
| Montek Singh Ahluwalia, an erudite 
| analyst, assesses Indias vulnerability to 
| external crises, an extremely topical but 
| largely untouched area. This is an in- 
| sightful essay, not only because it dis- 
cusses the weaknesses in the economic 
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sus as others begin to share more 
fully in vision and DUM 
direction." Is this ee roaa T. ME: 
X original thinking? MA 
x Oramijustaplain ME 
3 old cynic? | 
|. Therearesome | 
parts that do re- | 
deem the effort. 
For example, Mo- 
.. hanbir Sawhney, 
z „professor at Kel- 
` logg School of Ma- 
- nagement, argues 
that there are no 
new ideas in management, it's only 
repackaged ideas floating around. "The 
notion of continuous innovation and 
changing to survive is not new. In fact, | 
. one of the first students of management | 
. was Charles Darwin." Sawhney goeson | 
.to argue why companies need to be | 
-= more adaptable (than fit) to survive. | 
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Then there is an inter- 
view of Claude Mar- 
tin, director-gen- 


eral, WWE on the 

leadership chal- 

lenges for an or- 

- ganisation such 
u By sii D as his, 

EÉ Ashby and | There are 

m stephen A. Miles | 50-odd  inter- 

| - Oxford t University Press. views on leader- 

| Pages: 257; Per Rs 545 ship with people 

ranging from 


Michael Dell (CEO, 

Dell Computer Corpo- 
ration) and Gary Wendt 
(CEO, Conseco) to Frederick Smith 
(CEO, FedEx) and Kenneth Chenault 
(CEO, AmEx). In many ways that's really 
the books strength: the diversity of 
views. But this is also its biggest weak- 
ness. Many of those views are tired 
and overused. B 
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system — fiscal profligacy, weak banks : 
and exchange rate regime, among other | 
things — but for its clear-eved view of 
what is at the root of the problem. 
Ahluwalia says: "...some of the(se) gaps 
are simply the consequences of the 
 gradualism that has characterised eco- 
nomic reforms in India... gradualism 
also suffers from the danger that the eas- 

_ ler part of the reforms are implemented 
. leaving the difficult parts in limbo." ; 
This is a sharp departure from the 
praise that has usually been heaped 
upon the cautious (read gradual) path | 
taken in financial reform so far. The sec- | 
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tion winds up with Shankar Acharya's | 


‘insider view’ — a concise macroeco- 
nomic history of the 90s, neatly outlin- 
ing the major post-1991 challenges and 
the policy response. 


The last section focuses on monetary - 


policy and the financial sector. Among | 


the contributors are three RBI deputy - 


governors, past and present. Tarapore 
discusses the monetary-fiscal interface 
and the constraints it imposes upon the 


central bank in its search for autonomy 


in monetary policy. One was hoping to 
find this issue covered in the first section 
of the volume dealing with macroeco- 
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By Richard Hack 
New Millennium Entertainment 
Pages: 544; price: $28.95 
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VEN if the basic 
premise has been 
overtaken by 
events — Ted Turner 
. has just announced 
. his decision to leave 
. 8 battered and 
| bruised AOL-Time 
|. Warner — there is — 
; enough substance in this | 
. book which goes by the tedio 
long subtitle, How the Unbridled 
Ambition of Ted Turner and Rt er 
Murdoch Has Created Glob 
Empires that Control What W 
. and Watch Each Day. Investig 
. journalist Richard Hack offer: 
researches on their busine 
along with their biographies. 
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nomic policy, whish a ap pea 
plete without the monetar 
of fiscal policy, the so-called quas 
operations ofthe central bank. 
From the person who exec 
Ranagarajans blueprint and 
the face of Indias financial market 
Reddy's, is a documentation o 
ment of different financial mat 
dia in the past decade, This is ai 
ment that weighs the link ge b 
them and concludes that Indi 
| long way to go before market integr 
can be adjudged successful. The tu 
of debt market development is. 
taken up by Rakesh Mohan to ide 
areas of reform from the perspectiv 
infrastructure financing. 
There is no doubt that this volume. 
fills a gap in the macroeconomic lite 
ture on India although it lacks the cog 
theoretical framework of the Joshi- L 
volumes mentioned earlier. But then, ~ 
this isa collection of essays and the: com ie 


















And derie editing glitches aad t£ ie | 
lengthy space devoted to.unitroot/coó- 
integration tests, much of which could -< 
have been safely tucked away ín foot- 
notes, this is a valuable contribution to 
macroeconomic literature for the per- 
spectives it offers. 
nont Kohli is an stonanisé with the. i 
Reserve Bank of India 
































b ONTRARY to popular notion, there's no mystery 
| about Budget-making it is a relatively simple exer- 
cise. Itis simple because the finance minister does- 


B9 broader reform agenda, are outside his control. 
id Jaswant Singh has told us not to expect any reform an- 
ncements in the Budget speech for 2003-04. Instead, we 
uld look for what happens on revenue and expenditure. 
Rather remarkably, Indian Budget figures don't provide 
pected real rate of GDP growth. Nor is the nominal GDP 
owth figure given. However, one can work backwards 
om Budget figures to deduce the nominal figure, which is 
ver broken up into real and inflationary components. 
The official reasoning must be that the more aggregated tha | 
commitment, the less the chances of things going wrong. 
< So, anominal figure of 12.5% is likely to pop up. If pressed 
- later, finance ministry officials will tell us this 
- 6.5% is real growth and 6% inflation, or vice 
"versa. If we did 5.5% in 2002-03, 6-6.5% is a 
good target for 2003-04. Unlike private 
ector CEOs, the mandarins of North 
3ock are not hauled up if they miss 
e Tagus Which is why, Bud- 








e actuals. The nominal GDP figure 
must be large enough to reduce the 
iscal deficit/GDP ratio to 4.5%. The 
logic: if one cannot fiddle with the nu- 
_merator, then jack up the denominator 
and reduce the ratio. 
. This brings one to Plan expenditure, fixed 
orthe FM from outside. That's only 27.596 oftotal ex- 
enditure. But non-Plan expenditure is also determined ex- 
| genously, especially of the revenue variety. Major subsi- 
dies of Rs 40,000 crore cannot be touched. (These are just 
he major subsidies on food, fertilisers, LPG and kerosene. 
Jl subsidies are not shown as subsidies in the Central bud- 
get.) The pension outgo of Rs 15,000 crore is fixed. So are in- 
‘terest payments of Rs 120,000 crore. Defence expenditure is 
-2.5% of GDP and the NDA government has a target of in- 
creasing this to 3%. Given the government's emphasis on 
.security threats, defence expenditure (both revenue and 
"capital) must increase. For some of this expenditure (inter- 
est payments and pensions), one knows the time profile of 
payments for 2003-04. For others, one factors in inflation 











ices, 90% is pre-determined. The FM can play around with 
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. There is no mystery in Budget-making since the FM has very little latitude in what he does 
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, just 10%, that is, grants to states, the National Calamity 
|. Contingency Fund, the postal deficit and, most important 
| _ ofall, non-Plan capital expenditure. If the fiscal deficit can't 

 nthave much flexibility. Most issues, including the _ 


be pruned to 4.5% of GDP it is the last that must be slashed. 
Having disposed of expenditure, the FM turns his mind 


| to receipts. If this Budget is about revenue and expenditure 
and not broader reforms, tax reform proposals ; are critical. 
| Independent of the two Kelkar reports, one knows unifica- 
_ tion of state-level sales tax — the misguided may call it. | 
, value-added tax or VAT — is scheduled for April 2003. Ser- _ 
_ vice sector taxation will be widened although states don'tas 
_ yet have legislative sanction to do this. But a Bill can ber pro- 
, mised. Kelkar threw in a bit about taxing agricultural in- 
: come (and also non-agricultural income of farmers). That 

cant be done. As Rajnath Singh will happily tell you, that's sao 






state subject. Exemptions for personal and corporate in- 
come taxation can't go. But the FM can do away 
with dividend taxation. That is bound to be 

popular. Dare one reduce the peak basic. 
. customs duty for manufactured prod- - 
ucts by 596 to 2596? Probably not. One 


yp cum , would have to wait until industry re- 


covers completely, which would be 
after the state and general elections. - 
Dare one rationalise central excise by 
moving towards a single rate? Again, — 
probably not. Those at the higher end — 
are seen as items of elitist « consump- 
tion and such rates can't generally bere- 
duced. But it is possible to select a féw 
that are of interest to the urban middle class. - 
That leaves the FM with procedural simplifi- 
cation, a sub-set of which is TIN (Tax Information 


_ Network). This is the only one of Kelkar's suggestions that 
| has been universally acclaimed, and is, therefore, likely to 
_ be pushed, But let’s get back to the numbers. Everyone 
_ knows tax revenue projections are somewhat arbitrary. He 
| theeconomy does well, the FM reaches the targets. Other- 
_ wise, he falls short. Tax revenue, rather than anyt 





thing else, p 


_ determines the eventual fiscal deficit; non-tax revenue is 
_ relatively unimportant. Knowing fully well: oneis liable to go 
| wrong, the FM finally has a figure for revenue receipts. All 
| that he has to do is to plug in capitali receipts and pick a fig- 
_ ure for disinvestment. The gap that remains will be ac- 
|! counted for by market borrowings. Add some fudging and 
| some iteration to ensure the fiscal deficit doesn't look that 
and 85% of total expenditure (Plan and non-Plan revenue) | 

pre-determined. If one adds the police and various ser- j 


bad, and voila, you have the Budget! 
There's really no mystery left except for one point: who 
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— Rover I is sourcing 
100,000 Tata 
Indicas. Can an 
Indian car make a 
splash in Britain? 
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with a new Rocam engine. 
The king of the road, 1.6 Nxt 
and the 1.8 Diesel Nxt. 


Discover the lively truffle 





interior. Adjust the height 
of the driver’s seat. And let 
the show begin as the lights 


dim slowly, theatre style. 
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GROWTH matters. 


But Hindustan Lever 
must not forget that 


an organisation 
achieve its goals. 


P.K. SENGUPTA, Kolkata 


Æ Today, companies are not able to | 
manage change professionally and | 
systematically. Was there an inherent. | 
problem in Hindustan Lever's power 
brands strategy? No. Then why did | 
only a tenth of the 30-odd brands | 
show significant growth? Over a pe- | 
riod of time, any organisation gains 
unwanted fat which creates and sus- 
tains separate cultures, values, atti- 
tudes, mindsets and even work 





WINNING RESPECT 
The parameters used to assess India's | 
most respected companies are of great | 
relevance in the new Indian business en- | 
vironment (‘India’s Most Respected 
Companies’, BW, 27 January). In order to | 
excel in the global market, a company | 
must stress upon the need for innova- | 
tion, sophisticated technology, talented | 
employees and a good working environ- | 
ment. Smart companies win the confi- | 
dence of all stakeholders — employees, | 
customers, shareholders — and ulti- | 
mately gain respect. | 
GOPAKUMAR M.K. | 
Kochi | 


TAKING A GUE FROM THEM 


Your cover story on ITC's e-choupal ini- 
tiative (‘Yogi's Gamble’, BW, 20 January 
2003) was quite interesting. However, 
this concept is not new to the soya in- 
dustry in Madhya Pradesh. The Madhya | 
Pradesh State Oilseeds Growers’ Federa- | 
tion started reaching out directly to | 
farmers to buy their produce and supply | 
them with inputs in the early 80s. Almost | 
all the areas under soya cultivation were | 
connected by V-Sat in 1994 in order to | 
feed data to the growers. The role played | 








it is people who help 
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norms. Hindustan Lever is no excep- 
tion. The power brands strategy isn't 

a marketing stunt but an initiative 
that needs the proper organisational 
set-up in order to thrive. An open at- 
mosphere that encourages creative | 
thinking and people with the right | 
mindset and proper skillsets can set | 
this ball rolling, m 

R.S. MANI | 
Coimbatore | 











by the federation in promoting soy- 
abean production in the state is com- 
mendable and what ITC is doing now is 
really taking advantage of the vacuum 
created as the federation vanished from 


_ the scene due to financial problems. 


C. RAGHAVAN 
Via email 


RETROGRADE STEP - 

The votaries of privatisation and liberal- 
isation would want us to believe that in- 
creased competition means better ser- 


| vices and reduced prices (‘Toothless Or 


Gutless’, BW, 3 February). The opening 
up of the telecom sector and increased 
competition should then have seen a de- 
cline in rates and tariffs. But on the con- 
trary, the public is being made to pay 
more. Does it not fly in the face ofthe ar- 
gumentforliberalisation? — 

Worse still, the public sector is dri- 
ving itself to extinction by raising land- 
line tariffs, thereby helping cellular com- 
panies grab marketshare. 

VISSA VENKATA SUNDAR 


New Delhi 
MM MM MÀ ÉÁ—! 


Letters can also be sent to | 


5 
| 
5 editor@bworidmail.com 
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Nearly 18 months ago, Tata Engineering was "am m Ju Len 
scouting for a partner to sell the Indica in global Ur DN f m 
markets. The timing couldn't have been worse for NL 

a company battered by falling commercial vehicle 
sales and a Rs 500-crore loss. Then the markets 
improved and it cleaned up its act. Today, as the 
automaker looks for growth, a lot depends on its 
strategic alliance with the UK-based Rover. That 
could well be the stepping stone in Telco's quest 
for a global market for the Indica. —— ae 
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22 COMMENT: OMKAR | software company, 
GOSWAMI George Bushisall | ^ Roamware,has made 
set for his glorious war, but _ global roaming on cellular 
who will suffer the conse- | phones cheaper for both 
quences? users and operators. 
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The number of derivative 
deals has gone through 
the roof. But are 


companies aware of 
the risks involved? 


© Image Change 


Kerala chief minister A.K. 
Antony breaks away from 
the norm and lays out the 
red carpet for private and 
^ foreign capital investors. 
Can he undo the negative 
perception that Kerala has 
been saddled with? 





f. 
A. K. Anthony 





56 FIAT Fiat's dream car, the Palio, lost steam in mid- 
2002 when sales slumped. What led to this and 
can Fiat Indias new CEO Alberto Montanari re- 
vive the company’s sagging fortunes? 
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60 PENSIONS 11 September also 
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army doctors. This was the day a 
controversial and arbitrary exec- 
utive order was issued that re- 
sulted in the loss of 2596 of their 
pension benefits. Casualties: 3 
dead, 1,883 injured. 
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TO OUR READERS 


Indica's Ticket To Ride 


| N the 90s, I recall how two of 


| ' i = € 
I Businessworld 


India's biggest brands — Titan 

and VIP — tried to break open 
thelarge European market, with- 
out too much success. Looking 
back at the two forays, it almost 
seemed as if the 'Made in India' 
label had become a millstone 
around the neck of any Indian 
manufacturer who was keen to 
explore global markets. 








Not much has changed since then. Apart from assorted In- 
dian spices and some herbal brands, very few Indian prod- 
ucts have managed to win an international clientele. So is 
there a way to break into foreign markets? Maybe there is. 


That's why, on the face of it, Tata Engineering s deal with the 
UK-based Rover appears to be far more pragmatic than the 
forays of the past. Come September this year, the Tata In- 
dica, one of few homegrown success stories in the auto 
market, will first roll out on UK roads and then in the rest of 
Europe. For the Indian auto industry, this could be an im- 
portant turning point. Already, in auto journals in the UK, 
potential customers, some of them Rover enthusiasts, have 
begun discussing the introduction. Whether the product is 
accepted or not, the experience of working with Rover could 
prove to be a significant learning opportunity for the Tatas. 


Not much is yet known on how Tata Engineering swung the 
deal and also how it plans to leverage it further. In this 
week's cover story, assistant editor T. Surendar, an auto buff 
himself, set out to find that . Says Surendar: “Ifthe Tatas play 
it right, this could be a big step forward in their quest to be- 
come a global auto company." So can Tata Engineering 
make the cut in the fiercely competitive European market? 
Read our story on Page 28. 


Meanwhile, Kerala chief minister A.K. Antony is busy woo- 
ing investors. Already Infosys Technologies and the Re- 
liance group have committed that they will put their money 
in Kerala, better known as a holiday destination than a cap- 
italist magnet. But Antony's perseverance has clearly paid 


off. That's on page 24. 
Yow | La fte 
( 


AVEEK SARKAR) 
CHIEF EDITOR 
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DUMP THE DIVIDEND TAX 


HAVE written against dividend tax. Now George Bush is choices will continue to be made, and they will lead to more 





also thinking of removing it. That will make Yashwant | and more rules to control such choices. What is necessary is 
Sinha a hero in the eyes of the Leftists. Meanwhile, | to change the incentive: to reward regular payment to 
Michael Porter has written in support of its abolition in | shareholders of profits made by adding economic value. 
the Financial Times. He has certainly opened my eyes to | I have been writing about the bias in corporate patterns 
some further merits of its abolition. . of financing brought about by taxation of dividends; the 
Porter thinks it would be better to exempt dividends | taxation makes equity expensive relatively to debt and en- 
from corporation tax than to exempt them from personal | courages companies to borrow too much. Borrowing in- 
income tax in the shareholders’ hands. If they are addedto creases the volatility of net profits and of cash flows, and the 
the individual taxpayer's income and taxed, the abolition | chances of corporate failure. This is one explanation of the 
would lead to less loss of revenue since some revenue lost | high frequency of referrals to the Board of Industrial and Fi- 
from companies would be picked up from individual tax- | nancial Reconstruction in the 80s and 90s. It also explains 
payers in the higher income brackets. Relieving companies | why debt recovery tribunals (DRTs) failed. A high level of 
would influence choices of corporate managements more | debt reduces the market price of a business by raising the 
directly; and it would also reduce the incentive for moving | risk premium. Many firms brought to DRTs might become 


corporate headquarters to centres where taxes are lower. | valuable if more capital was pumped into them; but in their 
Porter's principal argument for abolition of dividend tax | present state, their sale cannot get banks much money. 
is that taxation of dividends makes it tax-inefficient I do not have high hopes from the Securitisation 
8 
to pay them. It saves tax if companies plough Act either. For banks to be able to recover their 
back profits or borrow money. They use the loans by selling off the borrowers’ busi- 
resulting liquidity to grow and increase nesses, there has to be a market for those 
A y  TIEAMUTNUF < U N aera 
vide opportunities to manipulate re- DIVIDEND TAX WILL outside finance, their capacity to buy 
ported earnings. Big companies have businesses will be limited, and the 
come to grief as a result of such fol- PENALISE FOOLISH prices they pay will be modest. The 
and dean s a dt neni GROWTH STRATEGIES os abes be b if the i UR 
at all costs, -Time Warner chase and financial institutions gave them 
growth justified by illusory synergies, AND REWARD STEADY loans; that would be a variant of ever- 
Cisco made expensive acquisitions to greening of bad debts. 
grow and Disney foolishly diversified be- DIVIDEND POLICIES The fundamental ailment, of which 
yond its competitive advantage. high non-performing assets are a symp- 
Because of the discrimination against div- tom, is excessive debt and too little equity. It 
idends, return to investors has depended unduly can be remedied in several ways. One way is to 


pass on the risk of default to bank depositors. Banks should 
be forced to recover bad debts from depositors — to write 
down their deposits in proportion to the bad debts. This will 
induce depositors to seek out better-run banks and will im- 


on market valuation, which companies have chased by 

growing — by trying to raise marketshare or diversifying. 

Abolition of dividend tax would penalise such foolish 

strategies and reward a steady dividend policy. Mergers and 

acquisitions have been the biggest destroyers of share- | prove the management of banks. It will force banks to bun- 
holder value. Where an industry is driven by growth, growth | dle together their loans according to risk, charge different 
as a corporate objective makes sense; elsewhere, itencour- | rates of interest on them, and offer the bundles to deposi- 
ages self-defeating competitive pursuit of marketshare. tors for investment — the greater the risk they are prepared 

Mergers and acquisitions create an incentive to manip- | totake, the higher the gross return depositors will get. 

ulate reported earnings and asset values; the higher the val- Such an idea is too radical for our plodding country. So 
uation of a firm, the cheaper it finds buying other busi- | we must settle for less outrageous, more familiar ideas; and 
nesses by issuing its own shares. Such manipulation leads | abolition ofthe dividend taxis one of them. It has been tried 
to a proliferation of rules to restrain them. Thus, we havea | already. Then it worked quite well — though it was not given 
proliferation of reports by worthies on corporate gover- enough time to make much difference. This time, let us give 
nance, and of rules framed by the Securities and Exchange | ittime. 
Commission and our Securities and Exchange Board of In- MALAE TRAC ELS 
dia. But as long as incentives remain unchanged, wrong | The author is consulting editor of Business Standard. 
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NASSCOM 


Influencing Uncle Sam 


T HIS is war. Stung by the spate of anti-India legisla- | til 
















tions in the US, Nasscom is reinventing itself as a 
hard-nosed lobbyist. “Nasscom has to make India j 1.0 Se 
competitive by removing impediments. It has to get / ANANA Tnm 
involved in regulatory and other clean-ups," says TUAE | 
Infosys CEO Nandan Nilekani and a key Nasscom 
member. At Nasscom 2003 in Mumbai, the 
association unveiled a brand new logo and 
tagline. But there's more than that to the 
new strategy. Here is Nasscom's battle plan: 
Ae It will lobby US policy-makers to 
convince them that outsourcing 
government processes reduces the taxpay- 
ers burden by cutting costs and improv- 
ing quality. The pitch: don't lawmakers 
want to reduce their taxpayers' burden? 
E g Nasscom will get firms such as EDS and 
Accenture to emphasise that outsourc- 
ing reduces their costs and is, therefore, good for 
US businesses. It is expected that these major 














ANTHONY LAWRENCE 


HAT’S what we 

SECOND THOUGHTS Sant dere 
Tobacco firms have been trying to too. In es NN 
check this cancer for some time — no, T None. 9 
* not the toxic effects of exces- dn ee 


pected to take a call on its 
investment in cellular 
phone firm Birla Tata AT&T 
(BTAL) and the brand IDEA 
Cellular. It seems that BTAL 
may no longer be as much 
an integral part of the Tata groups long- 
term telecom strategy as before. 

Why should that be, especially after 
IDEAS big-bang launch in October 2002 
in Delhi that cost the Tata-owned com- 
pany an estimated Rs 350 crore? More- 
over, IDEA with a shade over 1 million 
subscribers, has emerged as the fourth- 
largest cellular service provider in the 
country after Airtel, Hutch and Bharat 
Sanchar Nigam's (BSNL) CellOne. It, in 
fact, crossed earlier entrant BPL Cellu- 


sive smoking, but growing lit- 
igation by smokers. Now a 
."À California jury has ruled in 
ig. favour of the tobacco lobby 
m qt —— the first time they have 
"x won. Are future claims go- 
ing to go up in smoke too? 













George Bush may not know when the 
war with Iraq will start or end. But Door- 
darshan thinks it will last 20 days! It has 
even set a budget for war coverage 
around that. How's that for foresight! 





What a lively World 
Cup this is turning 


out to be — off- lar's subscriber base. So, theoretically, 
field, that is. Warne IDEA should be valuable property for 
is out on dope any investor with long-term plans in the 





charges. Jonty has a 
fracture. England re- 
fuses to go to Zimbabwe. And the In- 
dian team offers stiff resistance to Hol- 
land. Not bad for week one. 


GSM-based cellular business. 

The answers begin to emerge once 
you examine the Tata group's telecom 
investments. The group has made a 
portfolio investment of Rs 1,000 crore in 
IDEA, which is based on GSM technol- 


Ps 








3 It will launch an advertisement 
campaign in the US using televi- 


sion and the print media. 
E S Nasscom will partner 
with its US counterpart, 
the IT Association of America, 

to prevent H1B visa alloca- 
tion from sliding back to 
earlier levels of around 

65,000, by emphasising the 

current manpower shortage in 


America and the benefits Indian IT 
workers bring to the table. 





Efforts are underway to collect data from Indian soft- 
ware companies about the taxes they pay to the 
American government. Once that data is in place, Nasscom can 

press its point of view with policy-makers as a representative 
of legitimate US taxpayers. 


IDEA CELLULAR 


Whats the 
big 





ogy. On the other hand, it has pumped in 
Rs 13,500 crore in Tata Teleservices 
(TTSL) which provides fixed-line and 
limited mobility (completely CDMA- 
based) services in Andhra Pradesh, 
Delhi, Gujarat, Tamil Nadu and Maha- 
rashtra. This amount includes the cash it 
shelled out for acquiring Hughes 
Tele.com, the fixed service provider in 
Maharashtra, and the Rs 2,590 crore for 
the 45% stake in Videsh Sanchar Nigam 
(VSNL). 

Clearly then, the Tatas are laying 
their bets on CDMA technology-based 
limited mobility under the brand Tata 
Indicom. Ironically, the two Tata-owned 
brands (Tata Indicom and IDEA) are to- 





ee Indian workers in the US dole out as much as $200 mil- 
lion every year in social security taxes. According to the 
current legislation, Indian workers in the US have to pay the 
taxes but are not entitled to social security for the first 10 years 
of their stay. On the other hand, US-based workers from coun- 
tries such as Japan and Canada are entitled by a bilateral agree- 
ment law to not pay the tax. Efforts will be made to extend this 
to their Indian counterparts, 

Things have already started moving. The association is col- 
lecting Rs 50 lakh each from the Top 5 software exports firms 
including TCS, Infosys and Wipro to hire high-profile public 
affairs company Hill & Knowlton. “We now have to lobby at a 
much higher level than before," says Saurabh Srivastava, chair- 
man emeritus and founder of Nasscom. 

What's the urgency? Well, for some time industry watchers 
believed that India's software and ITES export earnings would 
remain unaffected despite attempts by US lawmakers to ban 
outsourcing of work to India. But, as white-collar jobs in soft- 
ware and business processes move to India, domestic companies 
now fear a political backlash. Three US states have already 
announced that they may forbid outsourcing their processes to 
India. Observers fear a snowballing effect. "In the case 
of New Jersey we were reactive," says Kiran Karnik, * 
president, Nasscom, " From here on we will be proactive." It's 
not a moment too soon. a 


VIDYA VISWANATHAN 














day competing neck and neck 
in four key markets Delhi, Ma- 
harashtra, Gujarat and Andhra 
Pradesh! Given this situation, 
focussing on one technol- 
ogy would perhaps make 
better sense, after all. The 
only other company which 
has a large presence in both 
GSM and CDMA is the state- 
.— owned BSNL. 
l Meanwhile, the Tatas also 
have their hands full trying to 
match the Reliance Infocomm jug- 
gernaut that is rolling out its service 
simultaneously across 673 towns. It 
is obvious that a battle is in the offing, 
one which could well decide the future of 
the Tatas’ telecom plans once and for all. 
So, even as there seem to be fewer and 
fewer reasons for the group to stay in the 
GSM segment, and by extension, in IDEA, speculation is build- 
ing up on who could be the new investors in the company. The 
Birlas, who also hold a 33% stake in IDEA, are clearly looking 
out for a buyer. That leaves just global major AT&T, which has 
reduced its presence in India over the past few years. Even if 
AT&T wants to run the show, it can hold a 51% stake, as per the 
Indian norms on foreign direct investment in telecom. Clearly 
there has to be a strategic partner. 
So where does that leave IDEA? You could find the answers 
to that in the coming weeks. x 
ANUP JAYARAM 
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MINISTRY WATCH 


“Let someone else 
finish the job” 


N a few weeks, one of the 
most celebrated partner- 
ships in the Indian govern- 
ment will end with the retire- 
ment of Pradip Baijal. The 
disinvestment secretary along 
with his minister, Arun 
Shourie, has been the driving 
force behind India’s massive 
public sector sell-off pro- 
gramme. In a sharp departure 
from the norm of government 
mandarins sticking like limpets 
to their posts, the 1966 batch IAS 
Officer does not want any exten- 
sions. "This job's not good for my 
blood pressure," he says. When 
Businessworld told him that he was leaving 
things incomplete, Baijal retorted: "Yes, | worked on the 
start of this whole thing, but let someone else finish it. He 
may even be better at it." 

It's not as if Baijal will rest on his laurels. In his first 
year of retirement, he intends to write a book on — no 
prizes for guessing this one — privatisation. It threatens to 
be a detailed account of the Balco experience — the first 
acid test of India's privatisation programme. The book will 
also deal with the "fools" (Baijal's favourite term for some 
politicians) who created obstacles at the beginning of the 
exercise and how they changed their stance over time, and 
the security threats his team faced during the sale of Balco. 

Will he, perhaps, come back in another avatar? As the 
Trai chairman, for instance? "That's not a fair question — 
it's like asking me if | like prawns when there are no 
prawns on the table," he says. 

Although Baijal keeps reminding you that he is, at the 
end of the day, a bureaucrat, he hardly acts like one. There 
are no hangers-on outside his office. He has a small staff. 
He has no airs and believes in plainspeak.Once when his 
personal secretary turned up to receive him at the airport, 
he objected vehemently. Although Baijal rarely loses his 
composure, there was an instance during his tenure as dis- 
investment secretary when his frustration showed. At the 
time, rumours were rife that Shourie would resign from his 
post as disinvestment minister. Baijal said, "I wouldn't 
blame him. Even | feel like resigning”. But he forgot about 
it the next day and was back at work as usual, ready to 
deal with any “fools” coming his way. a 
ANJULI BHARGAVA 
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Second coming 


T may be too early to talk of a dot- 
com revival, but a few Internet 
J companies are becoming active. 
.. Take Hindustantimes.com, part of | 
i the Delhi-based eponymous 
- newspaper group. It will launch hindus- 
.tandainik.com in Hindi in April this year 
- to target the vernacular audience that — 
' picks up its newspaper Hindustan, This | 
.. isgoing to be followed by eight city-wise 
-: portals in English, plus HTclas- 
..' Sifieds.com. 
.. Is the company over- 
.. reaching itself? Its ranking on 
the Forbes best foreign news- 
<= paper websites has moved up 









. three notches to No. 4. pos 
< But Hindustan- ZA 
| timescom will z^ 


clock Rs 2 crore in 

> advertising rev- 
.'enues this March, 
. which means it is still a 
“year away from even 
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SHIPPING 


equalling the around Rs 4 crore it spends 
every year. Hindustantimes.coms gen- 
eral manager (Internet), Sanjay Trehan, 
who took over the ailing dotcom in 2001, 
is confident because his UK Internet edi- 
tion broke even in its first month of oper- 
ations in January 2003. Well, in this case 
we are only talking of an expenditure of 
£3,000, but that doesn't faze Trehan. 
"The time is ripe," he says. He 
points to the swelling Net 
subscriber numbers — 
10 million atlast count. 
J/ Trehan also believes 
7? that the Reliance and 











ra SS Tata Indicom data 
^^ Ss pipelines will 


"4 


y simply push 

prices down and 
increase demand. 
And his company in- 
tends to be around when 
that happens. m 
VANITA KOHLI 
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Sudden impact 


4 S the war clouds loom larger, at least a few sectors have already begun to make 
D A% International freight rates, especially for oil tankers, have shot up over the 
. A last few months. Average spot earnings from very large crude carriers (VLCC), 
which ferry most of the crude from the Persian Gulf or the West African coast, have 
nearly doubled since October 2002, shooting up nearly 40% in January itself. “The 
freight rates are likely to remain strong for the next few months,” says Bharat Sheth, 
CEO, Great Eastern Shipping, adding, “much would depend on the impact of the war 
and the intensity of the conflict.” 
= Freight rates for dry-bulk cargo have also moved up by 20-30% over the last three 
months. Freight rates for tankers have gone up because of sectoral imbalances as 
everyone tries to stock up. "The positioning of vessels has changed, with most ofthem 
“now plying on long-haul routes like trans-Atlantic than short-haul routes like India 
and Persian Gulf,” says S. Govindrajan, senior vice-president, Essar Shipping. Almost 
estes PRO ES MEE . 40-4596 of India's crude comes from the 
All The Way Up | Persian Gulf, 30-40% from West Africa 
$1 | andthe remaining from South America, 
ery large crude carriers (VLCO . : A 
Malaysia and Indonesia. 
“We don't expect much diversions; 
| even during the last Gulf war, we were 
able to load from the Persian Gulf with 
| naval protection," adds Sheth. Besides 
= | Tony Blair and the US defence industry, 
| 



















Bush may have found an ally in the 
shipping industry. 
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Stress-management pill 


Pressure of deadlines affect your organization's health as well as yours. Not if you are using Visual 
Studio.NET development tool as the tool of your choice to build the next generation internet 
applications. REJ studies (Rapid Economic Justification) conducted on companies using Visual 
Studio.NET, show that time to market was brought down by 66%, total development costs were 
reduced by 58%, time spent coding was down by 31%, product development cycle reduced to 6 
weeks from 6-8 months and delivery of high quality software happened consistently with fewer bugs. 











Move to Visual Studio.NET. It’s prescribed to succeed. 





Your best move 





If you want to know more about the REJ Studies visit www.microsoft.com/india/msdn/vstudio. 





RAYMOND 3 CUN 
KOTAK MAHINDRA 


Suits, shirts... gt ME iba 
ndduabies AS safe as banks? 


and durables 


HE Rs 992- | 
crore tex- 
tiles major 


Raymond is for- 


DAY Kotak is putting the finishing touches to his plans ofturn- 
ing his NBFC into a full-fledged bank. Last week, the vice-chair- 
man and managing director of Kotak Mahindra Finance (KMF) 

got a full licence from the Reserve Bank of India. Ever since an 












aying into in-principle approval was given a year ago, KMF has restruc- 
uncharted tured itself to comply with India's banking laws. The actual launch of the Kotak 
waters. It plans Mahindra Bank is expected around the end of March. KMF E 
to retail con- will convert its 30 existing NBFC branches into bank 





sumer durables 
through a chain 

of stores called Plugin, These will be on 

the lines of consumer durable retail | 
chains like Dixons in the UK and Best | 
Buys in the US. What's the idea? 

Well, when certain consumer durables 
industry professionals put the proposal 
before Raymond's president Nabankur 
Gupta, formerly Videocon's head of mar- 
keting, he became interested. "It made 
immense sense not only as an investment 
opportunity, but also as a learning curve 
in another dimension of retail," explains 
Gupta. He will take a personal stake in 
the venture. Raymond will invest Rs 15 
crore over the next three years for a 60% 
stake. Gupta plans to open 10 stores this 
year, and hopes to scale up to 500 outlets | 
eventually. "We will not only compete on 
price, but also on overall consumer expe- 
rience," he says. Sure, the model works 
abroad. But will it work in a market that 
is driven by price? * 
RANJU SARKAR 


branches with the help of consultants McKinsey and 
Company even though at the time of launch it is 
expected to have just about 2-3 branches ready. . 
So what will be its customer proposition? Rais- 
ing retail deposits. But that won't be easy, given 
competition from rivals like ICICI Bank and State 
Bank of India. “Our unique proposition will be to 
offer complete investment advice to depositors,” 
says Uday Kotak. So instead of simply offering a 
deposit and a checking account, Kotak plans to of- 
fer a wider bouquet of services. "We aren't going to 
shove a product down the customer'sthroat, he says. — N 
Unlike most other banking groups which started ` 

out as banks and then added businesses such | 
as insurance and mutual funds, KMF has fol- . 
lowed a decidedly contrarian strategy. "We _ 
have started with these other businesses and 
the banking licence is the last piece in the jig- - 
saw puzzle. You could call us a 20-year-old new : 
bank,” says Kotak. - | EDS 

- Allsaid and done, the change-over wontbe — 
easy. KMF's zero net NPAs and high capital ade- 
quacy ratio will give it room to grow. But with its 
| small asset size of Rs 1,200 crore, the new bank lags 
behind most big players. And any expert will tell you 
that size and scale matter mostintheretailgame.M — ' 
| AVINASH CELESTINE 














INTERVIEW 
Mind games 


Clinical psychologist Paul Heylen epit- | 
omises an increasingly powerful fringe 
movement in marketing. His epony- 
mous model marries Freud to market 
research. Excerpts from an interview. 


| while explaining their de- 
| cisions. Companies have 
to study the consumer's 
| implicit motivations. Both 
| traditional quantitative 
| and qualitative surveys are 
| hopeless at understanding 
| the ‘why’ of consumer be- 4 
haviour. They depend on Whe 
| what the consumer tells 
Bi What is a clinical psychologist doing | 
in marketing research? 
Because the marketing theory you fol- | 
low is all wrong. Homo Economicus 
doesn't exist. As a psychologist, I can 
tell you that people are rational only 


them. But, in our brain, thoughts are | 
formed not as words, but images. That 
is where the insights lie. And that is 
what we are trying to unlock. 





B What happened to previous 


PP». 






attempts to inject science 
into marketing with 
subliminal advertising? 

It didnt work. I know. I 
have worked with Ernest 
Dichter. I tried it once in 
theatres. We spliced mes- 
sages pushing ice-creams 
into the film reel. Ice- 
cream sales didn't budge. 


| B Freud would be surprised his work 

_ is finding use in branding... 

| You are wrong. Freud was a visionary. 
| Hesaid his work would eventually find 
| more uses outside psychology. E 
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PAUL SAFFO 


The new 
oracle 





AUL Saffo is in the 
p business of making 

long-range forecasts 
like Alvin Toffler. And 
here's a prediction made 
free of charge. Saffo thinks 
that failed dotcommers 
should prepare for the 
future by thinking of them- 
selves as Hollywood 
moguls. Instead of think- 
ing about software as a 
technology product, treat 
it as a customer experi- 
ence and then design the 
product. So what will it be 
— the next big thing? 
"Biology. In the early 
1900s, chemistry was the 
science that caught the 
technology waves. The 
next wave in the 1930s 
was based on physics. In 
late 1980s, it was based 
on Claude Shannon's infor- 
mation theory. Well, from 
here on, it will be based 
on biology. Not pure biolo- 
gy, but crossover points 
between biology and 
other disciplines," says 
Saffo. So what set of skills 
would he advise a young 
schoolkid to pick up for 
the next decade. "Biology 
— if he wants to impress 
the girls." Oh well, some 





MUTUAL FUNDS 


Growing up with Jr. 


ing in index funds with higher returns 

may finally have an option. 
Benchmark Mutual Fund has just launched 
Junior Nifty BEEs, an exchange traded fund 
(it can be traded like any share). The prod- 
uct will track the CNX Nifty Junior Index, 
which also serves as an incubator index for 
stocks that move over to the Nifty. Catching 
a stock in the Junior index can mean great 
returns if it goes on to get included in the 
Nifty. Since 1998, 19 of the 22 new entrants 
to the Nifty Index have came from the 
Junior Nifty. If, along with this, you also 
have the Nifty Fifty, you will own the 100 
most actively traded Indian stocks. But this 
is a high-risk, high-return game. From 
January 1999 to December 1999, the Index 
rose by 161%! But it fell 46.4% from 
January 2001 to December 2001. So tread 
carefully if you invest a part of your portfo- 
lio in this high-risk game. L] 

VIKAS DHOOT 


T: HOSE who wish to combine invest- 
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The Nifty And The Junior - 
| 4,000 
| 3,500 W Junior 
3,000} Mi Nifty 
2,500 
2,000 
1,500 
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500 
1 Jan 96 30 Sept 02 | 
Assuming Rs 1,000 invested in both indices 
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SMALL SCREEN 


A twist. in the tale 





OLD on to that remote, gentlemen. | 
Entertainment channels will be doing | 


| characters back to life, kill live ones or send 


their damnedest to ensure that your 
wife controls it during the ongoing cricket 
World Cup. If channels such as Star Plus and 


Australia, in a future episode of Kyunkii Saas 
Bhi Kabhi Bahu Thi? Orifshe just cannot 
miss watching Dev die in a plane crash in Des 
Mein Nikla Hoga Chand, the other new hit on 
Star Plus? If you still do not get it, here is what 
itis all about. 

Almost every television network except 
Sony, which has the World Cup rights, is 
working hard to combat the cricket fever that 
usually eats into the audience share of general 
entertainment channels. And the best way, it 
seems, is to bring an incredibly sticky twist in 
the tale, one that no viewer can bear to miss. 
So scriptwriters in almost every major pro- 
duction house are busy trying to bring dead 


them to hospital. For example, Baa just had a 


| heartattack in Kyunkii and Parvati of Kahanii 


Ghar Ghar Kii is scheduled to commit suicide. 


company have their way, you might not get to 
watch any of the matches. Why? Well, what if 

your wife desperately wants to see Tulsi catch 
Mihir and Mandira (no, she is not dead!) in | 


| Any woman will take on her husband and kids 
to watch that episode! "m 
VANITA KOHLI 
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30 plush, so comfortable, 
SO depressing for 


Truth be told, there is 
no car like the Scorpio. 
Not here. Not anywhere. 

As you sink into its 
custom-made Lear seats you 
experience true luxury. The 
4 speaker Kenwood stereo. 


And the air conditioner that 
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envelops you in comfort, 
even in the rear. 
Slip behind its wheel and 


you experience the power 


inside. The 2600 cc diesel 
engine, the most powerful 
in its category. But if it's 
petrol you fancy there is the 
new 116 bhp Renault engine. 
Then you have the speed- 
sensitive power steering. 


The lock-resistant brakes. 


other cars. 


The wrap-around lamps. 
And a grille that shouts from 
the rooftops that you have 


arrived, and how. 


xit 


fom Mahindra 


Nothing else will do 
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Desperately 
seeking talent 





angalore is touted to be the 
‘University City’. But most gradu- 

.. kw ates who pass out every year will 
-e not even consider working in a call cen- 
< tre,” bemoans the HR-head of a major 

-+ call-centre in the city. Does that sound 

< ironic? But it is a hard reality that ITES 
"firms in India's Silicon Valley are facing 

- this year — an immediate and sudden 

. earth of talent. 

. . Bangalore-based call centres already 
^ employ about 20,000 youngsters. But the 
. numbers aren't growing any more — a 
fact that these companies are fast realis- 
. ing. Indeed, the shortfall is so acute that 
... it has forced them to look elsewhere, 
-noticeably at B and C towns in Karnataka 
^. — Hubli, Mysore, Tumkur and Belgaum, 
... to name just a few. 

^. That trend may not be very new for 
ITES firms operating in other metros. But, 
in Bangalore, at least, it had seemed that 
"there would not be a problem of talent. 













Now that has changed. B : 
SUPRIYA KURANE | 


NEW GENERATION SURVEY 


CARTOON Network's survey of what 
one-third of India’s population watches, 
reads, or swears by is perhaps the only 
such research on children of 7-14 years. 
Some interesting data has emerged in 
the latest New Generation survey car- 
ried out by NFO-MBL. For instance, 
children in the South were the highest 
users of computers and the Internet. We 
chose two data sets from the study, one 
on the favourite ads of children and the 
other on four product categories where 
they surprisingly influence the buying 
decision. = 
VANITA KOHLI 


The Child As A Decision Maker 












Base: Mothers claiming they will take child along for purchasing 
respective products (variable), 14 cities 
Source: New Generations 2002 


My Favourite TV Ads (Top 5) 


New Generation 2001 








Peps ENERO 





Cadbury s" BEER 
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Tis no longer being said: “If there is a war in Iraq..." After 
secretary of state Colin Powell's speech at Davos, the US 
government' bellicose interpretation of Hans Blix's re- 
port to the UN Security Council and president George 
Bush's hardline State of the Union Address, one cannot 
doubt that war is imminent. Today, anyone who has the 
slightest claim of being a pundit is debating the timing of 
Gulf War II. Some speak of the last few days of February, oth- 
ers early March. But nobody believes that there will be a 
peaceful solution. The US is determined to take out Sad- 


: — dam Hussein — either with UN approval or unilaterally. 


This is going to be a very different war than the one Bush 
Sr. fought a dozen years ago. At that time, Saddam was 
clearly the aggressor. Iraqs blatant and unwarranted inva- 
sion of Kuwait had sent shock waves throughout the world, 

which made it much easier for the US to forge coalitions 
with not only the West and Russia, but also much of the 
Arab and Islamic world. Today, in the eyes of most, 

the US looks like the aggressor — one that is 
hell bent on descending upon Iraq like a 
crusading angel, eliminating Saddam 

and his cronies, and then supervising 

the installation of 'civilised' rule in an 

ancient land. And it is "either you are 

with us, or against us”. 

It is nobody's case that Saddam is 
a worthy man. He is a dictator and a 
mass killer to boot. Notwithstanding 
the progress that Iraq and the 
Baathists made in education and gen- 
der equality, it can be safely surmised 
that Iraq will be better off without this 
megalomaniac from Tikrit, and with a demo- 
cratic system where institutions work. 

It should also be everybody's case that a decent world 
ought to be bereft of weapons of mass destruction. That 
logic, however, should apply equally to the US as it does to 
Iraq and North Korea. The fact that the US is a democracy 
and has well-tested command and control systems to pre- 
vent the accidental or malevolent use of thousands of its 
nuclear warheads can hardly be a justification to stockpile 
stuff that can blow this world apart several times over. 

At one level, therefore, there is a moral issue about this 
war. On the one side are the avengers, consisting of the US 
and UK prime minister Tony Blair — I say Blair instead of 
UK, because the latter probably no longer reflects overall 
British sentiment about the war. Like the Crusaders of 13 
centuries ago, they believe it is their moral obligation to 
obliterate Saddam and seed a just regime in Iraq. "The Great 
Evil must go." On the other are nations which believe the 
problem cannot be addressed by unilaterally waging war. 


GEORGE BUSH IS 
ALL SET FOR HIS 
GLORIOUS, SHORT, 
SHARP WAR. BUT WHO 
WILL SUFFER THE 
CONSEQUENCES? 


6) GETTING BUSH-WHACKED 


And, even if war is inevitable, it can only be the final step 
multilateral process of building global consensus. Fra 
Germany, Russia, China and India fall in this camp. 

At another level, a serious debate about the consec 
nces of such a war has already begun. There are short-t 
outcomes and longer-term consequences. The short-t 
impact is now reasonably well analysed. Few believe 
this will be a short, sharp war of 21 days or so — one w. 
the US will move in, quickly eliminate Saddam and his 
alist Praetorian guards, discover and neutralise all 
stockpiles of fissionable and biological weapons, put 
good guys in power and return home sans body bags. 
most popular scenario is at least a 45-60 days war. Here 
Persian Gulf will be effectively blockaded and insure 
cover on tankers in the region will rise to astronomical 
els. So, even if the Saudis agree to pump more oil, most 
will not be shipped out. Crude oil prices could rise to 

$45 per barrel. And, given the dependence of V 

ern Europe and Asia on Gulf oil, it could be 

other oil price induced global downturn 

far as India goes, we could be lookii 

something like an extra 1.5% hike i 

flation and anything between ! 

and 196 reduction in GDP growth 

But the consequences are rr 

more ominous. Undoubtedly, B 

Iraq campaign will unleash deva 

ing retributive genies. Throug! 

the Arab world, this high-tech U: 

venture will be treated as an unwa! 

ted aggression against Islam. I can't t 

of any significant Arab state — inclu 

hitherto pro-US regimes like Saudi Ar: 

Egypt and Jordan — supporting the war. It w 

the ultimate excuse for intensified Islamic terrorism. . 

again and much more righteously jehadi versions c 

Qaeda will do their utmost to wreak havoc in the PF 

pines, Indonesia, Malaysia, Thailand, Bangladesh, | 

and Pakistan — not to count the major cities in Europe 

the US. A shaky Pakistan may rapidly destabilise, with 

ous negative consequences for India. There will be n 

more episodes of more violent terrorism, and very few 
will escape the wrath. Probably not even the US. 

As we write, the Afghan issue is still not fully reso 
Despite the US of Star War gadgetry, the US seem to ha 
clue about Osama bin Laden, Mullah Omar and maj 
Qaeda operatives. Now we will see the opening of ye 
other theatre of war. The US is bent on sowing the winc 
hasit thought of who will reap the whirlwind? 


The author is chief economist, Confederation of Indian Ina 
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Reinventing 


The State 





LATHA JISHNU 


K. Antony has been doing some 
extraordinary things of late. Last 
month, he travelled to Bangalore 
to touch base with Infosys Tech- 
nologies. He spent much of the 
morning with chairman N.R. Narayana 
Murthy and the board of directors and 
later took an hour to go around the cam- 
pus of the country’s top software com- 
pany. Overcome by his first visit to a cor- 
porate establishment, Antony even got 
on the treadmill in the gym and at- 
tempted a workout while the official en- 
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tourage gaped at their chief minister. 
Backhome in Kerala, as the news spread, 
there was shock — and delight, specially 
when Infosys announced it would be in- 
vesting in the state. 

There have been other uncharacter- 
istic excursions. Antony drove from his 
capital, Thiruvananthapuram, to Kochi 
to call on Azim Premji who was on a pri- 
vate visit. From the head of Wipro, the 
chief minister extracted a promise that 
the company would put Kerala at the top 
while making future investments. 

As the chief minister turns uncon- 
ventional, it's difficult to tell who is more 
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Antony’s 

Kerala Is 
getting fit 

and investors 
like it 

surprised: entrepreneurs, bureaucrats, 
the political establishment, the people, 
or Antony himself. This is, after all, God's 
Own Country, where chief ministers do 
not call on businessmen and industrial- 
ists at their offices. Ideology has nothing 
to do with it; its simply that as a people, 
Keralites look down upon private capital 
and speak with abhorrence of ‘profit’. So, 
neither the Left parties nor the Congress 
and its allies — governments alternate 
with clockwork regularity between the 
Left Democratic Front (LDF) and the 
United Democratic Front (UDF) — have 
been particularly keen on or successful 
in selling the state to entrepreneurs. 

So how come Antony, 61, third time 
chief minister and most decidedly old- 
style Congressman, has broken with tra- 
dition? He has brought Infosys to the 
state — it is setting up a software devel- 
opment centre on a 25-acre site — along 
with a host of foreign IT majors and big 
guns like Reliance. With scheduled in- 
vestments of Rs 1,000 crore, Mukesh 
Ambani declared last month that “Re- 
liance has come to Kerala in a big way 
and will be setting up huge projects in 
oil, infotech and infrastructure”. It was 
the responsiveness of the administra- 
tion, he said, and the quality of gover- 
nance that prompted this commitment. 

It was this kind of endorsement that 
turned the two-day Global Investor 
Meet (GIM) in January into Kerala's 
‘coming of age’ party. It was a slick event 
with an impressive turnout. A creditable 
list of Indian entrepreneurs and Norkas 
(non-resident Keralites) signed up foi 
projects worth Rs 11,140 crore. An- 


nouncements by IT companies and Re- 
liance add up to another Rs 2,000 crore. 
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Compared with other states, is but a 
trifle (See ‘A Long Way To Go’). But more 
than the numbers, the GIM is a psy- 
chological turning point for a state that 
is trying to shed the red tag. From the 
kind of participation it drew — there 
were investors from the US, South-east 
Asia and West Asia — it appears that 
Antonys strategy for reinventing Kerala 
may be working. 

"GIM is the best thing that has hap- 
pened,” says IT secretary Aruna Sun- 
dararajan, who sees it as the culmina- 
tion ofa three-year effort by her ministry 
to get global recognition for Kerala's IT 
potential. “It’s a great morale booster for 


the state, specially for the bureaucracy, 
which has initiated a radical framework 
for toning up governance." 

Sundararajan is, of course, elated 
that IT giants are now looking at Kerala. 
What has helped are the change in 
labour laws, the new IT and industrial 
policies. “It’s been a hard slog, three 
years of selling the state as a more 
promising location. In the case of In- 
fosys, the CM's visit helped seal the 
deal," she confesses. 

Agrees Kerala State Industrial Devel- 
opment Corporation (KSIDC) managing 
director Jiji Thomson, who finds it much 
easier to market the state now. Apart 
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from the new industry and labour poli- 
cies, it's the 'new Antony' — specially his 
firm handling of the strike by govern- 
ment staff last year — that has helped 
turn the tide. Thomson recalls meeting 
industrialists in Delhi some years ago, 
when the LDF was in power. “All it took 
was a snippet in the newspaper that 
there was a protest against the Coca- 
Cola unit in Palakkad for the industrial- 
ists to fade away," he says. 

Antony’s strategy is simple: change 
Kerala from a high-cost, low-productiv- 
ity, low-investment and low-employ- 
ment economy to a vibrant one fostered 
by private investment that creates 


GOVERNMENT ON A TIGHT LEASH 
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rest, it also put the report up for public debate. But there 
was a difference. Its highly literate and politically sensitive 
population bombarded the government with radical sugges- 


tions — and strong criticism of the way 
it functioned. Combined with earlier 
proposals for administrative reform, it 


put together the MGP (modernising gov- 
ernment programme), a radical plan for 


outcome-based governance. 
Underpinning the rationale of the 
MGP is not just the breakdown of fina- 
nces, but, more importantly, the dismal 
performance of public service systems, 
thanks to a complete absence of the 


HEN the fiscal crisis hit Kerala in 2001, the govern- 
ment did what most state governments do: it pre- 
pared a white paper on the state of finances. Like the 





the political side to expedite approvals. Then again, a political 
decision, like the power tariff hike, can trigger protest, and 
result in withdrawal of vital reforms. The government reim- 
posed the power tariff hike later but on a reduced scale. 

The MGP manifesto promises an assured level of basic 
services to the underprivileged; enabling growth; ensuring 


fiscal sustainability of the government, 
including local self-governments (LSGs); 
enhancing the efficiency of government 
functions and building on decentralisa- 
tion for effective LSGs. As chief minister 
A.K. Antony sees, there has to be moni- 
toring from the top to the lowest level if 
policy decisions are to be effective. “l 
have been telling my secretaries, my col- 
leagues, that you must reach out to the 
village level, the panchayat office, the 


service culture. The duplication of func- ; s 


tions coupled with policies riding on fra- 
gmented systems and processes have 
resulted in a dysfunctional government. 
Explains Gopala Krishna Pillai, prin- 
cipal secretary to the chief minister: 
“We are reshaping the government into 
one that is focused on outcomes that 
can be measured and verified. All 
administrations have too many layers 
and they become preoccupied with their 
given jobs. We are changing that.” So, 
officials work on tight timelines to ach- 
leve specific goals that are part of a 
comprehensive reform programme. The 
2002-03 timeline listed 39 critical issues. 
There are regular reviews to see if there 
are slippages and what the reasons are. 
If the blockage is due to a delayed 
cabinet decision, there is pressure on 





The Cost Of Reforms 
Sun - Cost($ million) 
Impact of power sector reform — 148.3 
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taluk office, all these health institutions 
and in all the offices with which people 
have direct contact." 

But the MGP has yet to establish per- 
formance indicators for assessing the 
output, service levels and outcomes of 
each activity although the toning up is 
evident in areas like controlling expen- 
diture and increasing revenue collection. 

No doubt MGP is a much needed cure 
for bad governance. But some of its more 
radical aspects may be difficult to imple- 
ment. Take merit-based governance. This 
requires the introduction of clear-cut 
changes In the civil services to ensure 
performance is rewarded and that the 
penalty for inefficiency is not visited on 
the people. If it can bring about this, it 
will be a paradigm shift in the way gov- 
ernment transacts its business. *5 
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enough jobs for its legion of educated 
youth. What spurred this shift was an 
acute financial crisis (See ‘A Ninety De- 
gree Turn’, BW, 9 September 2002) and a 
realisation that its slow growth rate was 
making the famous Kerala model of de- 
velopment unsustainable. 

Its unemployment is the highest in 
India at 4.4 million. And there are pecu- 
liar contradictions. Huge remittances 
from its overseas workers (around 
Rs 1,500 crore annually) have fuelled a 
consumption binge 200% higher than 
the national spend on consumer dura- 
bles! In an interview to BW last year, 
Antony lamented: “We are not produc- 
ing anything; we are consumers. The rest 
of India is moving. Kerala is stagnating.” 

Days after his UDF government took 
office in May 2001, Antony realised the 
only solution was financial managem- 
ent and development alternatives. What 
emerged after months of debate is noth- 
ing less than a reengineering of the state 
— an overhaul of the administration, 
philosophy and policies of the state, a bit 
like how companies redesign their or- 
ganisation, processes and culture to im- 
prove productivity, quality and profits. 

But it’s one thing to reengineer cor- 
porations where CEOs have a free hand 
and quite another to reinvent govern- 
ment where rigid procedures can stall 
the best of reformers. Besides, the UDF 
is a coalition. Add to this competitive 
politics and even a consensus-man like 
Antony can be tripped, the $300-million 
Asian Development Bank (ADB) loan 
being a case in point. 

Although it was the CPM-led LDF 
government that had initiated the nego- 
tiations five years ago and had listed the 
ADB loan for financial reform and mod- 


A Long Way To Go 
States Investment* (Rs crore) 
(an 01-Oct 02) 
Seda NMVCUE ARUM, 1,312 
du) sed ME Soe a 3,433 
Maharashtra — — ^ 2,934 
Andhra Pradesh — — — 2,191 
West Bengal — 2,079 
Raja vs E WI MD UE CILE : "197 
MadhyaPradesh — 1,266 
| Tamil Nadu iuo SET POMMES de 1333 
Sese EPIO QOO À : m 


Kerala | 32 


"Under Industrial Enterpreneurs Memorandum system 
Source: Ministry of Industry 


NIRMAL SHARMA 


Graphics: ARPIT SHARMA 








COMPANY 












Nest Group 


Microsoft India 
m. 


Aruna 
Sundararajan 


ernising government as one of its signal 
achievements, the CPM later reversed its 
stand and launched a public campaign 
against it. The loan, which comes with a 
$75-million co-financing grant from the 
Netherlands, is critical for the fiscal 
health of the state; it’s only a spirited 
counter-campaign that pushed through 
the agreement in December last year. 

Despite this, Antony has made some 
headway in cobbling together a broad 
consensus on the new policy direction. 
At the GIM inauguration, opposition 
leader V.S. Achuthanandan of the CPM 
endorsed the state's invitation to private 
capital — albeit with the rider that it 
must be 'genuine investment' — and 
promised continuity of policy. One rea- 
son could be the repeated commitment 
ofthe UDF to social sector spending and 
promotion of traditional industries. 
These industries have borne the brunt of 
global competition after the central gov- 
ernment lifted quantitative restrictions 
on their imports and any favour to new 
capital would have been misconstrued 
by those affected by WTO regulations. 

Thus, the politically and socially in- 
clusive agenda — the prime minister, 
and not the Congress party chief inaugu- 
rated the show — is vital at this juncture. 
Senior bureaucrats believe the main bat- 
tle is not over policy or ideology, but over 
mindsets. "You cannot impose anything 
in Kerala," says Pillai, adding that com- 
municating the process and the reasons 
for it can make or mar the change. Says 
Thomson: "Consultation is the key. If 
you involve people in the process, you're 
likely to have less resistance." 

That may be possible in some areas 
but not all. The litmus test will come on 
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the issue of restructuring the state-level 
public enterprises (SLPEs). Kerala has 
the largest number of SLPEs in the coun- 
try (111 out of 1,071), which have accu- 
mulated losses of Rs 2,616 crore (1999- 
00) and a rate of return of just 0.2%. 

The most problematic of the SLPEs is 
Kerala State Electricity Board (KSEB) 
with 28,000 employees, 15,000 pension- 
ers and a monthly revenue deficit of Rs 
160 crore. The government has already 
come out bruised and battered in its first 
battle to reform it. Its initial tariff revi- 
sion in September last had to be with- 
drawn after violent protests across the 
state. A persistent government brought 
in a lower tariff hike (Rs 35 crore instead 
of the original Rs 74 crore) five weeks 
laterto muted public protest but stiff op- 
position from industry. THis time, the 
government has refused to budge since 
overhaul of the KSEB is a cornerstone of 
the reform programme — on the fiscal 
side and for efficient governance. 

Can Antony pull off the impossible? 
The ADB believes the state has what it 
takes. For, it "has a critical mass of civil 
servants who regard themselves as de- 
velopment activists". This can help mo- 
bilise a committed group of people. 

Asforthe promises made at GIM, the 
officials are hard at work on the follow 
up. "This is just the beginning. We have 
to translate all these decisions into ac- 
tual investments," says Sundararajan. 

Antony, meanwhile, has been telling 
his bureaucrats they ought to emulate 
the Narayana Murthys and Azim Premjis 
of the world. Not to become entrepre- 
neurs but to become "good profession- 
als". It's advice they appear to be taking 
to heart. Li 
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* Bandwidth * Most ideal for BPO & Call centres etc. 


Jaya 


Olympia, Central Avenue, Hiranandani Business Park, 

Powai, Mumbai - 400 076. E-mail: dwivedi.anil&hiranandani.net 
website: www.hiranandani.com * Tel.: 2576 6748 * Fax : 2570 6444 Hiranandani 
Mobile: Anil : 9820235991 * Ashutosh : 9821054714 | creating better communities 
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T. SURENDAR 
T had all the signs of a deal done in a tearing hurry. On Fri- 
day, 20 December 2002, the top management team of Tata 


Engineering led by chairman Ratan Tata assembled at the | 
first floor conference room of their Bombay House head- | 
quarters. At the same time, at the UK-based automaker | 


MG Rover's works near Birmingham, chairman John Tow- 
ers and his team settled into their chairs. At 4:00 p.m. (IST), 
a video conference call was put through. Just 15 minutes later, 
both Tata and Towers signed on the dotted line. After a brief 


round of applause, the meeting wound up at 4:25 p.m. and the | 


executives were back attending to other things. 


Meetings like this are common at the Rs 42,000-crore Tata | 


Group headquarters; but this one stood out. It kicked off a new 
strategic alliance between Tata Engineering and Rover to sell 


Tata's small car, Indica, under the Rover brand name in the UK | 
| dle: “Weare hoping to further pare down the production cost of 


and continental Europe. 

The implications are far reaching. This September, the In- 
dica will make its debut in the UK market; thereafter, it will be 
rolled out in Europe. Its competitors — pedigreed models from 
outfits such as General Motors, Honda and Citroen. For the In- 
dian automobile industry, this is a big step forward. Says 
Mahindra & Mahindra executive director, Alan Durante: “This 
is certainly a significant development for the Indian auto in- 
dustry. We will now have an international presence.” Adds Tata 
Engineering's executive director V. Sumantran, who left Gen- 
eral Motors to join the Tatas last year: “It is a big step to- 
wards becoming a global company.” There may be good 
reasons why these two automakers decided to keep 
their meeting short — they don't have much time 
to get their act together. 

Rover hopes to sell 100,000 cars in five years 
in the UK and Europe. To put that in perspective, 
that’s as many Indicas as are sold in India each 
year. Again, in the last five years, the Britons 
bought, on an average, 2.15 million cars annually. 

But even before the launch in Britain, 
Tata Engineering will quickly need to tweak 
the Indica's looks, so that its appearance fits 
in with the Rover family of cars. Rover, of 
course, will develop the design, and it will 
continue to own the rights to it. The cars 
will then be built and exported as com- 
pletely built-up units at Tata Engineer- 
ing’s Chinchwad factory in Pune. Tata 
Engineering will also retain the right to 
sell the car as Indica in the rest of Europe. 
The Tatas will recover all their costs and 
also make a small pre-decided margin, 
while Rover will pick up the entire tab of 
designing and developing the new model. 

So why is this alliance so crucial to the b 
Tatas? Well, for Ratan Tata, who first E ues 


4 
















| dreamt of launching his ambitious small car, the Indica, way 


back in 1996, it marks an important turning point. Just three 
years ago, that dream seemed set to turn into a nightmare. In 
1999, soon after Tata launched the Indica, Tata Engineering's 
performance began to careen out of control. By 2001, the com- 
pany made its worst ever loss of Rs 500 crore. By September 
2001, its stock hit a rock-bottom of Rs 65, falling from the Rs 453 
it had touched four years ago. Detractors dubbed Tata's deci- 
sion to introduce a small car on his own as rash and foolhardy. 
Today, Tata Engineering is quickly getting back on track, af- 
ter an active bout of cost-cutting and financial clean-up. And 
the Rover deal not only vindicates Tata's personal conviction, 
but it also offers a new avenue of growth for the company. Every 
year, the cars that Tata ships out to Rover will add nearly 10% to 
its topline, and the increased capacity utilisation of the plant 
will help it recover more costs and better profitability levels. 
Says Tata Engineering executive director (finance) Pravin Ka- 
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This year the Indica 


drives into the UK as a 


part of the Rover 
family. Then it'll head 


into Europe. A look at 
the Rover-Indica tie up 
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Engineering's Pune works 
| Rover will sell in 


across the UK and 













ROVER-INDICA 


the Indica as the volumes grow." Already, Kadle says, in the first 
three years, the company has managed to slash 1595 of Indica's 
total costs by cutting costs of raw material and interest. 

There is another equally critical reason. In the last three 
years, Tata Engineering's car business has grown at a scorching 
pace. Since launch, Indica's volumes have grown at a com- 
pounded rate of 22%, nearly four times the industry growth 
rate. Other than Hyundai's Santro, launched only a few months 
before the Indica, no other brand has had quite the same kind 
of success. But now, the Indica and Santro volumes are begin- 
ning to plateau (Santro volumes have actually been declining 
for a while). 

By now, Tata must be aware that eventually selling the In- 
dica just in the domestic markets will not help push up growth 
rates. So, there are two options: find new markets for the Indica 
or launch new products to address newer markets. Now, given 
the fact that the small car market (referred to in industry par- 
lance as the 'B' segment) remains the fastest growing, finding 
new markets to sell the Indica was the obvious solution. 

But in early 2001, Tata's only preoccupation was survival. So 
when it began searching for a lifeline to bail out the Indica pro- 
ject, the Tata Engineering think-tank chanced upon Rover, 
which was beset by its own set of troubles. The UK-based car- 
maker was looking for a small car, ever since its erstwhile own- 

ers, BMW, walked out in 2000. In the process, BMW retained 
the Mini, and Rover had no small car in its portfolio. 

Even though margins for the small car are likely to be much 

lower than those of Rover's other cars — including the 
sedan or even the old warhorse, the Rover 25 — the 
~ volumes in the small car segment are significant. 
Last year, the superminis (the small car category 
which is slightly larger than the minis) grew twice 
as fast as the auto industry in UK. It was impor- 
tant for the ailing Rover to plug the gap so that its 
dealers did not suffer. 
50 when senior Tata executives began to scout 
for a possible deal, its engineers were upbeat 
that Indica's European design would 
make it a perfect fit in Rover's line- 
up. Yet, there was very little progress 
till early 2002. Partly because the 
Tata Engineering top brass had 
their hands full, fighting fires 
within the firm. 

The whopping loss just the pre- 
vious year had shaken the com- 
pany, forcing it to clean up its act 
quickly. As much as Rs 840 crore 
(11% of sales) was shaved off in 
costs. A new, refined Indica V2 hit 

the roads to kick-start growth all 
Over again. 

Meanwhile, Rover, too, was 

pre-occupied with its own set of 
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In September 2003, Rover will launch the re-christened Tata Indica across 
Europe. But, selling in the UK will be the acid test. That's where Rover enjoys 
great brand equity and an established dealer network. So, what's the fight? 
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ECENTLY, Mahindra & Mahindra, too, discovered | 
that there was a latent demand for its sports utility | 
M Wvehide Scorpio. M&M vice-president (overseas | 
operations), Pravin Shah says he found several dealers in | 
Jtaly and Spain who were willing to sell the Scorpio. "The | 
| 
| 
| 
| 





design and the competitive pricing seemed to catch their 
fancy," says Shah. So will the Scorpio follow in the 
footsteps of the Indica? Like Tata Engineering, M&M has 
been exporting its utility vehicles to Africa and some 
European countries. It even had an 
assembling workshop in Greece where it put 
together semi-knocked down kits from india. 
Even though the idea was ahead of its 
.'times, lack of good products denied any 
| volumes. Every year, the company would sell 
| a few jeeps fitted with Peugeot engines. But 





that was not enough to cover costs and the units made 
losses. Tight regulations in Europe also made business 
difficult. This time Shah is more confident. M&M already 

has tie-ups in Russia and some of the eastern European 
countries. Now, Scorpio still does not have engines that 
comply with the new Euro lll emission norms. So, till then, 

it is looking at tying up with firms like Rome-based auto 
engineering firm, MBO s.r.l, to fit Euro-compliant engines. 
Already, MBO sells over 20,000 Russian-made Ladas every 
year after switching their engines. Says MBO 
managing director Angelo A. Molfetta: 
"Flexible systems are the key to selling in 
Europe. It will allow more customisation at 
lower costs." If M&M gets its act together, it 
may not be long before yet other Indian auto 
manufacturers step into global markets. W 









issues. In March 2002, Rover and the $2.5- 
billion China Brilliance Industrial Holdings 
announced a joint venture to finance, de- 
velop, manufacture and market world-class 
automobiles. As part of the deal, the joint 
venture would manufacture Rover-derived 
cars in China, develop a new small car and 
also set up ajoint R&D centre in China. How- 
ever, a couple of new developments brought 
the Tatas and Rover closer to a deal. Rover's 
deal with China Brilliance came unstuck, af- 
ter the state picked up a huge stake in the 
company and drove out the previous chief 
executive. In India, Tata Engineerings own 
performance improved substantially. In fact, 
Indica zoomed to the top of the B segment, 
largely thanks to the V2's diesel variant. 

Of course, at a recent press conference 
held in the UK, a Rover spokesperson main- 
tained that the Chinese and Indian deals 
were independent of each other. But it is 
clear that negotiations with the Tatas picked 
up speed only after the first signs of trouble 
with the Chinese joint venture emerged. A 
stronger and a more confident top brass at- 
Tata Engineering saw the Rover deal in a new 
light — it was no longer just for survival. Says 
Sumantran: “It was a great new opportunity 
for Tata Engineering to grow as a brand." 

On the other hand, Rover's own financial 
mess would have forced it to get its act to- 
gether. Ever since BMW sold back MG Rover 
to the Phoenix consortium, the UK manu- 
facturer had slipped into losses. With aging 
products and declining sales, most auto ex- 
perts feel Rover is well past its prime. Besides 
the fact that ithas no small carinits portfo- 
lio, Rover's entry level car Rover 25 is also due 

for replacement. But Rover still doesn't have 
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the cash to go through with the change. 

No wonder, as soon as the deal was signed, Rover's chief ex- 
ecutive Kevin Howe said: “This is the best Christmas gift we can 
give our dealers.” 

For starters, auto analysts say that Tata Engineering could 
not have got a better market to start with. In 2002, Western Eu- 
ropeans bought a total of 14.3 million new cars, down 2.9% 
from the previous year. In the same year, however, the British 
car industry grew at 4.3% with car sales touching a record 2.5 
million. The supermini category, where Rover has positioned 
the Indica, grew faster at 7.4%. What's more, volumes of the two 
best-selling models, the Ford Focus (with 27 variants; sales last 
year: 151,209 cars) and Vauxhall Corsa (sales last year: 105,199), 
are still growing. Both these cars are a good 50-150% more ex- 
pensive than the £6,000 price tag that the new Rover car will 
carry. That, coupled with the fact that Rover remains a strong 
British brand with a reasonably strong network of 180 dealers, 
gives the Indica more than a fighting chance, 

Now, it isn’t as if such strategic alliances are uncommon. On 
the contrary, there are many such tie-ups in the global auto in- 
dustry (See ‘Rebadging’). So how does Tata Engineering hope 
to gain from this? Says Arindam Bhattacharya, principal, 

Boston Consulting Group: 
A OTEADWV ni MD In the short term, badging 
A oIEAUT ULIMD... can be a potent strategy for 


in ,000 any firm seeking to enter 
2,600 | Europe. In the long term, it 
f depends on how the rela- 

2,500 p tionship develops.” 
y Recognising the scepti- 
2,400 Car sales — — —J3 cism surrounding the 
in the UK P, Made in India' label, Tata is 
2,000 j playing his cards carefully. 


Though eventually, he 
wants to sell the Indica on 
its own terms, he is hoping 
that the arrangement with 
j Rover will help build the 
much-needed source credi- 
1996 — 1998 — 1099 — 202 bility. In fact, a refurbished 
Indica with airbags and 
anti-lock brakes as standard equipment is already waiting to be 
marketed across Europe. So here's how it will work: in the UK 
and Europe, the Indica will go under the Rover badge in the ex- 
clusive Rover dealer outlets. But outside the UK, the Indica will 
also be sold under its own brand name in multi-brand dealer 
outlets. For example, in Ireland, Rover will sell the Rover- 
branded Indica through two of its own dealers, while Tata Engi- 
neerings Indica will be sold through its own arrangement with 
a few dealers there. 

The Tatas may have taken a leaf out of Mitsubishi's entry 
strategy in the US nearly a decade ago. Mitsubishi patched to- 
gether an arrangement with General Motors, which allowed it 
to sell the Mitsubishi Colt, a sub compact brand along with an- 
other version, rebadged as the Dodge Laser, a brand that GM 
owned. Within a few years, volumes of the Mitsubishi Colt rose 
dramatically and today, it is a well-established brand in many 
markets. The success ofthe Colt has prompted the loss-making 
Mitsubishi to launch an all-new model ofits subcompact car in 
Japan recently. 

The Tatas are hoping that the Indica, too, will benefit from a 
similar trickle-down effect. Besides, if Rover is willing to share 
its engines and power train, which are acclaimed in Europe, the 
same Indica platform can be leveraged to come up with new 
variants for different markets. So far, negotiations between the 
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Ford Ka 


£6,495-9,595 
Three-door 


Volkswagen Lupo 


£7,440-10.160 
Three-door 


seat Arosa 


£5,995-9.495 
Three-door 


Daewoo Matiz 
£6,595-7,295 
Five-door 
Citroen Saxo 
£6,995-8,975 
Five-door hatch 


Hyundai Amica (Santro) 


£6,995-7,795 
Five-door hatch 


= Suzuki Wagon R+ 


w. £7940 
Five-door hatch 


Suzuki Alto 


£6,300-6,650 
Five-door hatch 


Toyota Yaris 


£6,995-11,995 
Three-door 


Hyundai Getz 


£6,995-10.145 
Five-door hatch 
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DECADE ago, contract manufacturing was 

considered infra dig in the global car industry. In 

1993, when Porsche, the quintessential German 
company, decided to manufacture its Boxster, a premium 
two-door roadster, at a nondescript Finnish factory, the 
European auto industry thought it was some sort of a rude 
joke. It seemed almost like sacrilege for a niche car maker to 
venture out in this fashion. After all, Porsche had never 
contracted out work outside its German factory. 

A decade later, contract manufacturing is very much in 
vogue — and some of the world's smartest companies 
swear by it. The reasons are not difficult to understand. 
According to an auto consultant, product lifecycles have 
shrunk from about 15-odd years in the 1980s to three-four 
years now. On the other hand, product design costs have 
multiplied many times during the period. 

Contracting services help companies beat these 
increasing costs. That's exactly what Porsche did a decade 
back. The company was worth only $300 million, but it 
wanted to spend $1 billion on new cars. So, to reduce 
capital costs, Porsche decided to make its cars along with 
the Finnish manufacturer. 

Over the years, that has proved to be a very smart 
decision. Boxster, today, accounts for 4096 of Porsche's unit 
sales and 50% of its sales in the US, which is Porsche's 
largest market. 

Closer home, Tata Engineering has done the same thing. 
On the one hand, Tata Engineering outsourced the 
designing of its small car, Indica, to 
I.D.E.A., a UK-based firm, while on the 
other, it now plans to take up contract 
manufacturing for the UK-based 
automaker MG Rover. 

Other examples abound. Half way 
across the world, once arch rivals, 
Japanese and American car companies, 
have collaborated in the last decade in 
an attempt to help each other out. The 
underlying reason is simple: cut costs 
and survive. 

According to Tata Engineering's 
V. Sumantran, these two trends — 
outsourcing and collaborations — are 
changing the very rules of the game in 
the automobile industry. Design skills 
and marketing clout are no longer a 
source of competitive advantage, 
especially since there are many 
boutique agencies and distributors 








The Tata Engineering assembly line: 
relying on outsourcing 











who can lend their services to smaller companies. Even 
large tier vendors are more than willing to work with 
smaller companies to provide them with the best designs. 

Consider how much it took for Tata Engineering to 
complete the entire Indica model, develop the engine for 
three variants and also put up a new manufacturing plant. 
All of Rs 1,700 crore ($450 million). Now compare that with 
the $1.2 billion Hyundai spent on developing its Accent. 
Says Sumantran: "Size is no longer a crucial factor to 
survive in the auto industry." 

The Indica project achieved cash break-even in the third 
year and full break-even in another six months. Even a 
company like Mahindra and Mahindra spent Rs 600 crore 
to develop its sports utility vehicle, Scorpio, which it now 
plans to sell in Europe. 

Of course, low-cost product development alone isn't a 
sustainable strength. Explains Sumantran: "The key to 
survive, therefore, lies in creating abilities that will be hard 
to copy by competition." He says that exporting cars to 
distant markets nullifies any cost advantage a product may 
have. For instance, after accounting for the various duties, 
the landed cost of the Indica in the UK may not be a lot 
cheaper than the average price of a small car there. That's 
further nullified by the fact that a local brand like the best- 
selling Vauxhall Corsa sells huge volumes, which, in turn, 
enables it to negotiate far better with its suppliers. In other 
words, a mere marginal cost advantage isn't enough for a 
player like Tata Engineering. 

So what does Sumantran have up 
his sleeve? He says he is looking to 
create new skills in the company, so 
that they stand out in the crowd. For 
example, during his stint at General 
Motors, Sumantran discovered that 
these days, 3596 of the cost of the car 
is linked to the software that goes into 
the car. In the more advanced markets, 
it is now software that runs the engine, 
the brakes and the suspension system. 

In the coming months, Tata 
Engineering says it plans to leverage 
Indian software skills and combine it 
with its automotive to create a new 
gamut of services. For instance, 
programmes will be developed for 
braking systems, fuel management 
and temperature control. These 
services will then be available at a price 
to auto component makers. Es 
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Where 10 million citizens live happily. 


Where funds are in excess of Rs. 15,000 crores. 
Where everyone has peace of mind. 


And where there are smiles all around. 


Welcome to UTI countr 


Welcome to the new UTI. 

Where 10 million people come together, you have a count 
And the people at the helm have an awesome responsibill 
To ensure that its “utizens” are well taken care of and 
their needs are met. In UTI country, 54 branch offices « 
spread across the length and breadth of India. Where o 
10,000 agents and 243 Chief Representatives work sold 
for the investors’ welfare. And as with any other country, 
is changing too - to be in step with the changing time 
Getting the best minds to conduct in-depth research - 
your investments get good returns. Using satelli 
technology and the internet to ensure that information 
available at the click of the mouse. Ensuring comple 
transparency for our investors. What does all this mean 
you? Simply this - better services, and better fur 
management leading to complete solutions for all yo 
financial needs. 


UTI country. Have you moved in yet? 


UTI Mutual Fund 
ww.utimf.com The new UTI. Ready for tomorrow. 
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Future Direction 


including India. 


Strategy: Unlike the Indica, vehicles 
will carry the Tata brand in most countries. 
Tata Engineering, the 10th-largest global 
commercial vehicle manufacturer, will 
leverage its size to break into markets. 


two have focussed on the initial 
milestones and havent yet ad- 
dressed such long-term issues. 
However, sources say that a new 
diesel variant of the Rover small car 
remains a clear possibility. 

The strategic alliance could bring significant learning op- 
portunities too, especially in bridging the gaps in product qual- 
ity that exist currently. Sumantran says that eventually, Tata En- 
gineering will find synergies between its UK car business and 
the domestic operations. That's because Indian cars are already 


up against international competition within the country and | 


very soon, there will be no difference between the quality of In- 
dian and European cars. 


Already, a few of the engineers who are developing Indicas | 


local model have begun working with Rover to assimilate the 
new learnings. A Tata Engineering production manager says 
that systems are already in place to internalise the learnings 


from Rover's best practices so that they can apply it in their | 


manufacturing practices at the Pune factory. 

Hormazd Sorabjee, editor of Autocar, a leading auto maga- 
zine, says there is a need to re- 
fine the Indica petrol engine 
and the power train. Now, if 


Engineering s Kadle Says Rover smoothens that out for 
Indica has managed to slash its cars, Tata Engineering can 
try and replicate it for the rest 


of its models as well. Says 





menting on its own, Tata Engi- 


learnings with Rover's help." 
If the word-of-mouth 
helps generate greater confi- 
dence in the Tata brand name, 
Sumantran says he hopes to 
gradually develop the Tata En- 


the 206 design has still not 
been exploited to its maxi- 
mum,” he says. The result: its 
SUVs like the Safari will get 
more attention within the 
company. In fact, new models 
for different countries in Eu- 
rope are already on the anvil. 
So far, Tata Engineering's 
attempts at going it alone in 


SANJIT KUNDU 


Sorabjee: “Rather than experi- | 


neering can speed up its | 


gineering product portfolio. | 
“Our SUV platform based on | 


Europe haven't paid off. Alth- 
ough it has arrangements | 


(E Ravikant, executive director, Tata 
Engineering is sizing up the opportunity in 
65 countries in Europe, Africa and Asia. A 
blueprint will be ready in the next 4 months. 


(E key challenge: Modify and evolve 
international designs for different markets, 









with dealers in Europe to sell the In- 
dica and the Safari, its total exports 
to the European markets have not 
exceeded 400-odd vehicles last year. 
The reasons are not hard to find. Of- 
ficials in the company say that as a 
fringe player, they tend to get saddled with smaller dealers who 
do not have adequate clout in the marketplace. Typically, these 
are multi-brand dealers who also hawk lesser-known brands 
like the Russian Lada. With poor volumes, it also becomes diffi- 
cult to sustain strong service levels. The turnaround time for 
spares and service tends to be poor, affecting its reputation 
even further. The Rover alliance ought to nick these problems 
of lack of scale and offer a strong platform for growth. 
However, it isn't likely to be a smooth ride at any stretch. 
Auto analysts say that they expect an uphill task for Rover and 


. Tata Engineering to establish their small car. With as many as 


42 cars in over 150 
variants vying for the 
customer's attention, 
the competitive activ- 


REBADGING 


The same model is sold under a different name 


ity in the supermini — jn. anew market, through strategic alliances 
segment is usually red ind 
hot. Last October, Mitsubishi Colt Dodge Laser 
Hyundai launched its "- 
supermini Getz, Suzuki Ignis Chevrolet Cruze 
which has won great 
praise from the British Suzuki Wagon R Vauxhall Agila 
media. UK car maga- 
zine What Car? rated Opel Corsa Chevrolet Corsa 
it the “Best Budget 

Buy” "were a Ford Galaxy Volkswagen Sharon 
Hyundai packed great “Holden Monaro Pontiac GTO 


| features like anti-lock 


braking, airbags and a 

five-year unlimited mileage warranty in the model. Yet, the 
Getz is priced around £6,995-10,145, a slight premium over the 
Rover-Indica. Says an analyst: "That's where the Rover connec- 
tion will come in handy — to build some volumes. At best, it 
won't be called a cut-price car.” 

Meanwhile, the distribution structure across the European 
Union is likely to see some changes. Currently, as per ‘block ex- 
emption’ regulations which may make it easier for new en- 
trants like the Tatas to create a new distribution network. Deal- 
ers have exclusive sales territories and are often forced to sell 
one make of car. 

In the next two years, the exemption will be withdrawn. 
This means that no independent retailer can be forced to sell or 
service a brand exclusively. So if it gets its product right, there's 
every chance that Tata Engineering could well have an ex- 
tended European honeymoon. it 
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SVOLUME 1 


In keeping with the trend prevailing across the world, HP introduces the concept 
of direct buying. Now you can buy IT hardware directly from HP eStore and get 
special offers too. Buying directly from HP eStore has many advantages. 

Some of them are : 


* Convenience - To buy IT hardware from HP eStore, all you need to do is 
make a call at our toll free number and tell our Customer Care Executive 


about your requirements. He will in turn help you choose the right product. 


Free home Delivery - The hardware requested by you will be sent 


to your home or office at the earliest, absolutely free of cost. 


* The HP edge - You can always expect the best products and after sales 
service when you buy directly from HP - the world's most reputed 


IT hardware Company. 


* Wide range of IT Products - There is a comprehensive range of IT 
products available at HP eStore. It includes office/home desktops, 


Business PCs, Notebooks and emerging products. 


* Award winning after sales support - When you buy from HP eStore, 


you can avail of the award winning after sales support of HP. 


Choose the hardware that meets your needs and experience the power of 
proven IT technologies that HP brings to you. Here's the exciting range of IT 
hardware available at the HP eStore. For your convenience, we have classified 
them into four different categories. 


COMPAQ. | 





invent 


Call HP diat now at 

1 -600-44-66-99 
or e-mail at 
estore.india@hp.com 


. to avail of a special offer 


till 15th March 
(Toll free from 110 cities) 





Call eStore now at 1-6U0U-44-66-99 or oma a ESUE rarer rrgrcwwrs 
to avail of a special offer till 15th March! (Toll free from 110 cities) 


BUSINESS DESKTOPS 









*esigned to meet the specific needs Compaq b315 


Small & Medium business * Processor: AMD. Athlon™ xP processo 800 

i * Chipset : Nvidia® nforce” chipset 

* Hard drive : 40 GB Hard Disk Dove 
* Memory: 128 DDR RAM - 

“* Audio: Integrated SoundMax l " with p 
* NIC: Accion 10/1 O0 NIC : 
-< Optical devices : 48x CD. ROM dive- 
* Diskette drive : 1.44 MB diskette drive. 











Graphics : Integrated nvidia®@ nlorce 






Operating. system : Open Source et a 
vr Yaran 3 yen. limited Danny iwi ear r onsite). 


i « 1 : ice: : Re-34,9907.* è 








| Evo o D320m i 5 

- Processor : Intel® Pentium®} 8 Ghe: 
Chipset : Intel 845GE chipset. | 
Hard Drive + 40 GB(5400rom] Hard Disk Drive 
Memory -128 MB DDR333 - 

NIC Integrated Intel PROV 100 NIC. 
Optical Devices ; 48X CD- ROM drive: 
: Diskette drive : 1:44 MB diskette drive - 
Graphics : integrated intel Extreme Gropi 
_ Operating System : Open Source: Linux 

,38.1 cms (15) CRT Monitor oa. ; 
Waranty: 4 Year. Comprehensive Wara 
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| Evo N101 5y 
Processor : Mobile A AMD Aion xP 140 
Memory : 256 MB DDR SDRAM 
Hard Disk : 20 GB Hard Diskdrive 
: Optical Drive : 24xCD ROM | 
Diskette drive : 1.44 MB FDD NU 
Modem/Network : : Type a Mini c cis6 
integrated 10/ 100. NIC | 
Graphics Card : AT! Radeon | IGP video 
-Audio «JBL Pro Speakers and 16 bit stere 
Display: 13.3. inch color TFT XGA 
Video RAM : 16 MB DDR SDRAM video 
Operating Software : Microsoft Windows 
2 We q | ear das Noel) zd 


or those who are always on the move 
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vun ENTE TOW dt | or e-mail at 


to avail of a special offer till 15th March! (Toll free from 110 cities) 


HOME/OFFICE DESKTOPS 





in | you to work c on it vni simultaneously. 


pom 6235Al 

Intel Pentium 4 Processor - 1.9 GHz Processor 

256 MB DDR SDRAM 

40 GB Hard Diskdrive 

16X DVD-ROM drive and 40X/12X/40X CDRW Combo 
56Kbps modem 

1.44 MB diskette drive 

Integrated 10/100 NIC 

MV7500 (17”) - Digital Color Monitor with JBL Speakers 
Microsoft Windows® XP Home Edition 

Britannica 2002 Expanded Edition DVD version 

| year limited warranty 





Presario 6220AI 
* AMD Athlon XP 2000+@ 1.666 Ghz Processor 
¢ 128 MB DDR SDRAM 

+ 40 GB Hard disk drive 

* 16X DVD-ROM drive 

* 56Kbps modem 

* 1.44 MB diskette drive 

* Integrated 10/100 NIC 





Integrated with up to 64MB Shared Memory 

Integrated AC97 CODEC - Realtek ALC201 

MV5500 (15”) - Digital Color Monitor with JBL Speakers 
Microsoft Windows® XP Home Edition 

Britannica 2002 Expanded Edition DVD version 

| year limited warranty 


| Experience the nl power i computing iuh our » chis HERMES. 
Equipped with a high speed processor and a digital monitor, pero. | 

desktops allow you to complete your computing jobs very quick! "ut ve 
You can store a large number of data, graphic and audio, wes 





on their 40 GB hard disk and also connect to the Internet with the | 
help of 56 Kbps. modem. In oddition, their large RAM. size ee 





EMERGING PRODUCTS 






Tablet PC - TC 1000 
* Weight : 1.36kg Less than 1 inch/ thin 

Processor : 1 GHz Transmeta Crusoe 5800 

RAM : Standard 256 MB (133-MHz) SDRAM 

Hard Disk : Up to 60- GB/4200 rpm SMART hard drives 
Modem : Internal Type IIl Mini PCI 56K 

(V.90/V.92) modem + WLAN 802.11b 

NIC : Internal 10/100 NIC 

Graphics : nVidia GeForce2Go with 16 MB SDRAM 

Display : 10.4-inch color TFT XGA with 1024 x 768 resolution 
Battery : 6 Cell Lithium lon Internal Battery 

Operating System : Microsoft Windows XP Tablet PC Edition. 





IPAQ Pocket PC H3950 

* Processor : 400Mhz Intel PXA 250 Application Processor 

* Memory : 64-MB SDRAM, 32-MB Flash ROM Memory 

* Disploy : 64K color (65,536 colors) 16 bit Transflective (TFT) 
liquid crystal display (LCD) 

* Power Supply : 1400 mAh Lithium Polymer rechargeable 
(in docking cradle or with AC Adapter) 

* Audio Capabilities : Audio record and playback (play MP3 
music or audio programs from the Web, as well as records 
and plays back voice notes or meeting notes) 








* *Taxes and levies extra as applicable 

* Prices are valid for only HP Direct Purchase through HP eStore 

* Payment terms : 100% advance at the time of ordering 

* Installation Charges are Rs.990/- per PC extra 

* Normal delivery time : 7-10 business days from the date of realization of the payment 

* *Octroi if applicable has to be paid by the customer to the transporter directly 

* *Road permit will have to be arranged by the customer wherever applicable 

* Pricing, specifications and availability are subject to change without notice 

* HP/Compaq reserve the right to change these terms and conditions without prior written 
notice at any time at their sole discretion 

* HP/Compaq is not responsible for any inadvertent typographical errors 


Call HP eStore now at 


1-600-44-66-99 


or e-mail at 


estore.india@hp.com 


to avail of a special offer 
till 15th March 


(Toll free from 110 cities) 





* FREE Door Delivery anywhere in India (by Road) 


invent 


Phone: Call HP eStore at 1-600-44-66-99 (Local toll free) or 080-504-1560/ 61/ 62 
Fax: Fax the order to 080-5276996/4213 

E-mail: email the order to estore.india@hp.com 

Web: Get product info 24 hours, 7 days a week online at www.hp.com/in/store 


DINESH KRISHNAN 


ANJULI BHARGAVA 


LECTORAL politics or fiscal pru- 

dence? This is the choice that fi- 

nance minister Jaswant Singh has 

to make in the few days that are left 

before he presents his maiden 
Budget. He has to decide between the 
radical tax proposals made by his advi- 
sor Vijay Kelkar and the suggestions 
made by his own partymen to keep vote 
banks happy. 


His advisor Kelkar, who chaired the | 


taskforce reports on direct and indirect 
taxes, has suggested the removal of a 
whole host ofexemptions on direct taxes 
and excise duties along with scrapping 
of most incentives for tax saving. In what 
will eventually be a revenue-neutral 







Vijay Kelkar: radical to the core 


——X— 








exercise, Kelkar favoured the cutting of | 


tax rates. 


FISCAL REFORM 





Sure, we can improve tax administra- 


| tion (several previous committees have 


However, in an eight-page reply to | also been shouting themselves hoarse 


Kelkars 500-odd pages, the Rajnath | 
Singh committee set up by the BJP —the | 


other members include the current con- 


Vijay, former convenor Jagdish Shettigar, 


VK. Malhotra and Kirit Somaiya, among | 


others — has rejected most of Kelkar’s 
proposals. The committee argues that 


from revenue collection. It must “pro- 
mote economic growth with social jus- 
tice, employment generation and bal- 


about this) and tinker a bit with customs 
and excise rates but nothing that 


| touches the pockets of the vote bank di- 
venor of the party's economic cell PN. | 


rectly. Keep off direct taxes is their short, 
but clear message. 

Committee members say that the 
Kelkar committee report has put the BJP 


| inaquandary. At the national executive 
tax policy has broader objectives apart | 


anced growth between different | 


regions". In other words, the elections 
are round the corner, so forget about tax 
reforms this Budget. 


Political opportunism 
or fiscal suicide? 


meeting held in December, it had been 
decided that no such decisions would be 
taken that would hurt the agricultural 
community in a year of drought. Yet a 
few days later, Kelkar's final report sug- 
gested introducing a tax on farm in- 
comes. "Is this feasible? Till farmers can 


| determine the price of their products 


Jaswant 


They Don't See Eye To Eye 









Kelkar: Remove tax incentives on housing loans and deductions 
With respect to interest on housing loans 


Rajnath: rax deduction of interest payment up to Rs 150,000 
should continue so that the government can attain its target of 
building 1 crore houses during its tenure 


Kelkar: Removal of standard deduction for salaried employees 


Raj nath:status quo should be maintained as standard deduc- 
tion has been provided to give special treatment to salaried people 
vis-a-vis the self-employed who claim many expenses 


Kelkar: tax rebate under Section 88, 80L and 10 for savings 


Raj nath: this should be considered only if a comprehensive 
pension scheme is introduced 
Kelkar: Abolish tax rebate for women under Section 88C 

Rajnath: Tax rebate should continue as it empowers women 


Kelkar: The income tax law provides for deduction of Rs 40,000 
while repaying education loan. This deduction should be converted 
into a rebate with the maximum amount of the tax rebate at Rs 4,000 


Rajnath: Status quo should be maintained as the proposal 
harms the interest of poor students 

Kelkar: Impose tax on agricultural income 

Raj nath: Argues for upgrading infrastructure in the agricultural 
sector and comprehensive reforms before imposing tax 

Kelkar: No incentives to be given to special economic zones 
and backward areas and for infrastructure. 

Rajnath: this wili discourage private sector participation 
Kelkar: Reverse duty-free production limit for SSIs back to Rs 50 
lakh from the current Rs 1 crore 

Rajnath: This will lead to sickness of SSI units and joblessness 
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the product itself must be 
- good. Itis important to 
- develop produds that wil 
make the customer think, 
- ‘Tam glad | bought it, 
— ‘lam glad lused tt, 
‘Jam glad | had i. 
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Announcing the Businessworld- 
NID awards for design excellence 
in the corporate sector. Entries 
are invited for all the six 
categories. To participate, ask 
for the free application form by 
sending an email to 
designexcellence(co 
bworldmail.com OR 
designexcellence@nid.edu. 
Last date for receiving 
completed application forms is 
16 February 2003 





like manufacturers, there's no question 
of treating them the same (way)," says 
one member. © ©. | 

That's not the only proposal that the 
committee has a problem with. Virtually 
all the recommendations of the Kelkar 
committee's on the direct taxes side have 
been strongly opposed by the Rajnath 
committee (See "They Don't See Eye To 
Eye’). Take, for instance, the proposal to 
do away with incentives for special eco- 
nomic zones and backward areas. The 
Kelkar committee has suggested doing 
away with these as they have had little 
impact barring the fact that they encour- 
age bogus operations that are then run 
from these regions. “An entity is regis- 
tered in these regions only because of 
the tax breaks. Actual operations are car- 
ried out from elsewhere,” explains one 





will mean (people) losing faith in the 
government. It would also leave a ques- 
tion mark regarding who should ulti- 


| mately shoulder responsibility for devel- 


opment,” says the report. 

Barring two proposals (both of which 
will result in lower revenues) — raising 
the income tax exemption limit and the 
abolition of the dividend tax — the Raj- 


nath committee has found reasons toc = 
trash all the proposals toreform direct « 


taxes. The committee has, in fact, put —— . 


forward a few more sops for taxpayers 
and industry, which will, ultimately, re- 
sult in further loss of revenue for 
the government. 

The report has strongly rejected the 
proposals made by Kelkar to withdraw 
incentives offered on housing loans. Ac- 
cording to the report, the pragmatic 
policies followed by the NDA govern- 
ment have led to a boom in the housing 
sector, which is growing by 25%. Dis- 
bursements of housing loans are up 
from Rs 10,000 crore in 1998 to Rs 37,000 
crore in the current year. This has helped 
the revival of the steel and cement sec- 
tors. “If such incentives are removed, 
economic revival could be affected,” 
says a committee member. _ 

Elections are high on the Rajnath 
committee's priority list. Let us win the 
elections first and then worry about tax 
reforms and future budgets, say com- 
mittee members. "There is a sharp dis- 
connect between what is desirable and 
what is possible," points out a commit- 
tee member. “If this report is imple- 
mented, the BJP will not have to worry 
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Going Over The Top 





INVESTMENT ALLOWANCE: The 
government should consider re-intro- 
duction of investment allowance 

and 100% depreciation in the infrastruc- 
ture sector 


ESSENTIAL GOODS: There should 


be zero excise duty on essential prod- 
ucts such as edible oils . 


SENIOR CITIZENS: Tax-free savings 
schemes should be started exclusively 
for the benefit of senior citizens 


about the next Budget,” he remarks. 

So not only has the Rajnath commit- 
tee rejected the Kelkar committee's pro- 
posals to do away with any exemptions 
and incentives, but it is also keen to dole 
out a few more (See 'Going Over The 
Top). For instance, it has argued for zero 
duties for edible oils. With Madhya 
Pradesh and Rajasthan, two of the 
largest producers of soyabean oil, going 


SOCIAL SECURITY: The government 
should evolve a social security scheme 
in which one can plan for retirement 


tight from the start of one's career. This 


Will be of great benefit to those who are 
working in the unorganised sector 


MASS CONSUMPTION GOODS: 
Goods of mass consumption such as bi- 
cydes, pressure cookers and tyres 

for tractors may be exempted from ex- 
cise duty 


to the polls this year, talking of excise du- 
ties on edible oil is “unthinkable”, points 
out one official. 

The committee has suggested the in- 
troduction of a new tax-free saving 
scheme exclusively for senior citizens 
and another social security scheme. 
Goods of mass consumption such as 
pressure cookers, tyres for tractors and 
bicycles, it argues, should be exempted 


FISCAL REFORM 





from excise duties. Says a finance min- 
istry official involved with the taskforce 
reports: "If these (Rajnath committee's) 
recommendations are carried out, we'll 
be more broke than ever. Forget phasing 
out exemptions, it's seeking more." He 
points out that the Rajnath committee 
has agreed with all suggestions that in- 
volve a revenue outgo and has opposed 
all those that involve a revenue inflow or 
a reduced outgo. "It will be committing 
fiscal suicide in a year when tax collec- 
tions and divestment proceeds are al- 
ready below targets," he argues. 

Many of the Rajnath Singh commit- 
tee members agree that quite a few of the 
Kelkar committee suggestions make 
sense. "It is ideal as a mission statement. 
A goal to be reached eventually," says 
one member. Members of the commit- 
tee argue that the timing of the Kelkar re- 
port is very inopportune. "Had these 
reports come out in the first or second 
year of this government's term, they 
could have been implemented. But 
coming as they do in the final year, im- 
plementation is simply out of the ques- 
tion," explains one of the members. 
Clearly, political sense doesn't prevail 
over economic imperative. a 
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The VS 2500 series 120, 
from VisionShape Inc., 
USA, really works away 
at documents @ 120 
pages per minute (240 


images per minute). 


When it comes to 
performance, trust the 


VisionShape range. To 


documents, age-old 
paper records, maps, 
books and even smal! 
documents like cheques. 
Because, after all they 


made them first. 


Call on us today to find 
out which meets your 
demands and your 


budget. 
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FEATURED IN THE RANGE » DESKTOP TO FREE-STANDING FOOTPRINTS » ADF AND FLATBED, WITH STRAIGHT 
PAPER PATH » 15 PPM TO 120 PPM, BITONAL, GRAYSCALE AND 24-BIT COLOR IMAGING » RUGGED, RELIABLE, 
DUTY CYCLES 5000 ONWARDS » INKJET ENDORSERS, MICR READERS, BARCODE READERS AMONG OPTIONS » 
FAST SCSI CONNECTIVITY, AWARD WINNING SCANNING SOFTWARE. FOR MORE INFORMATION: www.visionshape.com 
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989 107 5801. sales@diametric-ideas.com 
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BUSINESS | AMANRESORTS 









RAJEEV DUBEY 


HAT do Hollywood star Pierce 
Brosnan, model Naomi Camp- 
bell and Prince Andrew have in 
common? They are ‘Aman 
junkies’. Or, pampered clients 
of the Singapore-headquartered chain 
Amanresorts. Founded by Adrian Zecha, 
a former magazine publisher, the chain 
has emerged as one of the final words on 
luxury in the global hospitality industry. 
That's because the 12-resort chain of just 
9 to 55 rooms each actually sets the stan- 
dard on luxury living. Rooms with exclu- 
sive pools, personal butlers and per- 
sonal motorised carts are just a few ways 
in which Amanresorts cossets its clien- 
tele. Each resort also has five ‘mind-rea- 
ders to anticipate each guest's needs. 
Personalised care like this makes the 
l-lakh strong ‘Aman junkies’ fierce 
Amanresorts loyalists. Which is why, last 
year, they paid an average of $602 
(charges range between $540 and $5,450 
per night) per room night to stay at the 
Amanresorts when some of the world's 
most expensive hotels — like the $190.4- 
million Four Seasons Hotels Inc. — 
earned between $200 and $350 per room 
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The entry of 
Amanresorts 
is forcing 
PR.S. ‘Biki’ 
Oberoi to 
forge new 
alliances 


night. Hence, while one out of every four 
dollars that Four Seasons earns in rev- 
enues is net profit, for Amanresorts, one 
out of every two dollars it earns goes to 
the bottomline. “You just can't compare 
Aman to others; it's a completely differ- 
ent target audience. They don’t compete 
with anybody," says Manav Thadani, 
managing director of hospitality con- 
sulting firm HVS International. 

When such an organisation enters 
India, it's sure to stir up the market. Be- 
cause one, it will raise the luxury bar in 
India’s hospitality industry, forcing exist- 
ing players to play catch up. Two, it will 
segment the market clearly on the basis 
of quality of service. The Rs 76.22-crore 
acquisition of ITDC's Lodhi Hotel by 
Amanresorts' Singapore-based parent 
Silverlink Holdings is doing just that. 

Remember that in India, five-star ho- 
tels got away with being called luxury 
hotels as awareness was limited. So 
much so that hotels even claimed to be 
six or seven star properties. But that is 
not true. Says Hilton International's 
country manager Lenny Menezes: 
"They (stars) are marketing lingo more 
than actual classification." 

That, however, is set to change. Read 
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Pressure on EIH 


æ Ein has entered into a sales agree- 
ment with Four Seasons for the four 
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- Trident Hotel range 


Amanresorts chairman and CEO Zecha: 
Redefining luxury 





about how hotels are classified and why 
India got left out ofthe luxury hotel revo- 
lution later in the story. For now, with 
Amanresorts' entry, almost every hotel 
chain in India will be under pressure to 
match the new benchmarks. Since the 
top end of the hotel segment is the most 
lucrative, those claiming to be in the 
five-star, five-star deluxe and luxury cat- 
egories will be the most stressed. 

But despite Amanresorts' awesome 
reputation, it may not be able to lord 
over the premium market. Four Seasons, 
easily the world's leading luxury chain, is 
preparing to enter India — through the 
PR.S. Oberoi-run EIH (formerly East In- 
dia Hotels). This could be a marriage 
made in heaven. The Oberoi chain is the 
Hindustan Lever of the Indian hotel in- 
dustry and Four Seasons have demon- 
strated that luxury can be systems dri- 
ven. The Oberois need cash and that 
extra nudge towards quality. Four Sea- 
sons can provide both. So EIH has 
signed a sales agreement with Four Sea- 
sons for the four 'vilas' properties and 
the four 'The Oberoi' properties (hotels 
in Kolkata, Bangalore, New Delhi and 
the newer part of the Mumbai hotel). 
The agreement is valid for a year after 
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which it will be reviewed. EIH’s MD, S.S. 
Mukherji, and vice-president (business 
development) Ragini Chopra did not re- 
spond to BW' queries. 

Incidentally, EIH has also signed a 
marketing agreement with Hilton Inter- 
national for its Trident brand of hotels, 
which is positioned a notch below the 
mid-segment of the market. EIH has 
seven Tridents in India and another 
three abroad. While details of this deal 
are sketchy, the Trident properties could 
be co-marketed as well as co-branded. 
Hilton’s Menezes did not confirm the 
agreement but said talks did take place. 
Says Menezes: “Whenever you hold 
talks, the gossip begins to happen. We 
are looking at all kinds of opportunities 
that will give us as much presence in as 
short a time as possible.” 

EIH's desperation is understandable. 
For one, rival ITC (which owns ITC Ho- 
tels) has acquired a 14.396 stake in EIH 
through its investment subsidiary Rus- 
sell Credit (the Oberois have a 42.6796 
stake, financial institutions have 23.996 
and the public have a 19.196 stake). For 
another, investments into the 'vilas' 
properties has increased EIH's debt eq- 
uity ratio from 0.24:1 six years ago to 
0.60:1 in 2001-02. So, the Oberois clearly 
needed a white knight. 

As for Four Seasons, insiders say, the 
year-long tie-up will give the luxury ho- 
tel chain enough time to gauge EIH's 
long-term intentions. Based on that as- 
sessment, Four Seasons may either walk 
out or take over the management of the 
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properties. Given that Four Seasons has 
never franchised its name, the arrange- 
ment is, most likely, an indicator that it is 
betting high and betting long. If Four 
Seasons takes charge of management, it 
is likely to shut down the properties (as it 
did with Paris' George V) for overhaul — 
such as removing the tacky granite floor- 
ing — and then re-position them as Four 
Seasons hotels with a new team of man- 
agers. The Oberois are likely to remain 
just shareholders. 

If the Oberois give up control, there 
could be a clash of interest with ITC. 
Though initial reactions indicate that 
ITC may not object to Four Seasons' en- 
try, it is still unlikely that ITC will sell its 


DILEEP PRAKASH 





holdings. At some distant future, ITC 
dreams of owning two chains in India: 
the middle-market Welcome Hotels 
Sheraton and the up-market Welcome 
Hotels Four Seasons. As for EIH, it's likely 
to be trifurcated into: the up-market 
Four Seasons; the middle-market 
Oberois and the low end. 

Still, some critical questions remain. 
Will the Oberois agree to give up man- 
agement? And if so, when? And who will 
bear the cost of overhauling the proper- 
ties, Four Seasons or banks and FIs? 
More, importantly: how will ITC react? 


For the moment, Four Seasons is ea- | 


ger to establish itself in India because 
the confidence in the top end is growing. 


While the occupancy in Delhi's 19 five- | 


star hotels is up from 5096 in 2001-02 to 
58% this financial year, in Bangalore it's 
up from 6096 to 7096. Mumbai has seen 
the most stunning recovery with a jump 
from 3896 to 5296 this year. Typically, ho- 
tels of the five-star category and higher 
need 5096 occupancy to break even. 

Of course, it may not touch the 80% 
occupancy levels of 1995-96. Neverthe- 
less, players are optimistic about the In- 
dian market: its 25,000-room capacity in 


the five-star category and above is set to 
increase by another 4,500 rooms in the 
next 2-3 years. Says Carlson Hospitality's 
senior vice-president K.B. Kachru: 
"There has been an encouraging upward 
trend in the last seven months." 

And the arrival of Amanresorts has 











only added a new dimension to India's | 






AMANRESORTS 


HEMANT MISHRA 


luxury market. Globally, tourism depart- 
ments define top-end hotels as either 
five-star or five-star deluxe. Stars are in- 
dustry or tourist department classifica- 
tions, which indicate the kind of facili- 
ties available. Luxury, however, is a state 
of mind and difficult to define. 

In India, the stars are awarded by a 
classification committee of the govern- 
ment on parameters such as coffee shop, 
24-hours room service, swimming pool 
and banqueting service — facilities 
which the truly great often refuse to ac- 
knowledge. Even the venerable Con- 
naught in London, universally recog- 
nised as one of the greatest hotels in the 
world, would not earn all the stars. 

Actually, the Indian industry is mod- 
elled on the multi-storeyed business ho- 
tels thatled the Western boom in the 60s. 
But the luxury goods explosion of the 
late 80s has had its impact on hotels as 
well. Small, exclusive properties came 
into vogue, and luxury was redefined 
with old forts and villas getting con- 
verted into hotels. The latest trend is 
boutique hotels. However, half-hearted 
attempts by Indian hoteliers meant that 
the global luxury hotel revolution 
passed India by. 

Why Amanresorts will make a differ- 
ence is simple. Consider this: its 26- 
room Mexican resort is a converted 
ranch with a private airstrip. The resort 
serves honey from the neighbouring 
beehives and milk from resident cows. 
At its Courchevel resort in France, you 
could ski in or out of the resort. 

The Delhi (Lodhi) resort will serve as 
its base location in India. Clients will stay 
overnight here before moving to its other 
resorts. Silverlink is already negotiating 
for properties in Rajasthan and Kerala. 
Even before its first property comes up 
in 2-3 years' time, Amanresorts could 
have made a substantial difference to In- 
dias hospitality landscape. * 
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AST year, a Visa office in the US 

monitoring credit card transac- 

tions noticed a huge blip on what 

seemed to be an Indian catering 

site. The office suspected fraud 
immediately: it was highly unlikely that 
Indians were suddenly buying lots of 
food over the Internet. A frantic 
enquiry to the local office came up 
with some surprising answers. It wasn't 
a Catering site; instead it was a govern- 
ment-run railway site that was selling 
rail tickets, not food. 

The association with catering ser- 
vices was not completely bizarre 
though. The site, www.irctc.co.in, was 
set up by the Indian Railways Catering 
and Tourism Corporation (IRCTC) to 
sell railway tickets. After being reas- 
sured that the transactions were gen- 
uine, Visa celebrated — this reserva- 
tion service has become the largest e- 
commerce site for credit card transac- 
tions in India and the fastest growing 
for Visa in the Asia-Pacific region. 

It's an impressive feat for a service 
that was launched as recently as 
August 2002. In the first month of 
launch, it sold 3,000 tickets. By 
December, it had sold 30,300 tickets 
valued at Rs 4 crore. For the Indian 
Railways, which sells between 4.5 lakh 
and 5 lakh tickets a day, this isn't even a 
pinprick. But for e-commerce in India 
— for that matter e-commerce any- 
where — its success hammers home 
the simple point of relevance. Find a 
product or service that is relevant to 
consumers and they will buy it on the 
Net. This service does away with the 
chore of standing in a queue for hours 
for a ticket, and guarantees home- 
delivery of tickets for a fee cheaper 
than what a travel agent would charge. 

It could also be very early signs of 
some shifts within the larger phenom- 
enon of Internet-based e-commerce 
travel in India. Sites like 
Outlooktraveller and Traveljini are 
popular holiday browsing destinations, 
although bookings there have still not 
picked up. Tentative numbers available 
with research house IDC puts the 
online travel market in India at Rs 55 
crore in 2002 — not counting the 
IRCTC’s site. The Sahara auction site 
on Indiatimes.com averages Rs 2 crore 
a month. 

Meanwhile, despite the fact that the 
IRCTC site is not advertised, its popu- 
larity has grown by leaps and bounds 
— entirely by word of mouth. It has 
registered transactions from places as 
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IRCTC’s Pandey says the biggest 
challenge was in setting up an 
online self-help system 


ONLINE 
EXPRESS 











Indian Railways tickets on the Net is Visa’s 
fastest growing e-commerce site in Asia-Pacific 


far as Yokohama, Japan, and Belfast, 


The complexity of the Indian rail- 


Ireland. There is even one transaction | way system and its size (11,000 trains 


from Gesher Hazviv, a kibbutz in Israel. 
Not to mention far-flung Indian towns 
and villages. There are 2 lakh people 
registered with the site. Of this, 42,000 
have conducted transactions. One can 
book from anywhere, but the home 
delivery facility is in just 14 cities. In 
other places, no delivery will be done, 
though customers can give an address 
in any of the 14 cities where the ticket 
is to be delivered. 


every day) has made it necessary for 
Indian Railways to embrace automa- 
tion in a big way. Way back in 1985, the 
Centre for Railway Information 
Systems set up a nation-wide online 
system, Concert (Countrywide Net- 
work for Computerised Enhanced 
Reservation and Ticketing), that con- 
nected five key passenger reservation 
systems (PRS) — Mumbai, Delhi, 
Kolkata, Chennai and Secunderabad — 
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INDIAN RAILWAY - 


through lease lines. Concert made the | 

. dream of reservation from any part of | 

: the country possible, and eliminated | 

manipulation. A passenger in Pune | 
could book a ticket on the Mumbai- 
Delhi Rajdhani Express instantly. Inci- 

 dentally, this is the largest public serv- | 

ice application of its kind in the world. | 

` Concert is critical to the success of | 

| 

| 

| 

i 

| 

| 





commerce product firm of Californian | 
parentage, to implement the project. | 
The biggest challenge for the team was | 
the integration with the existing reser- | 
vation system. Pandey says: "Concert | 
was made to be an interactive system | 
with the reservation clerk present to | 
answer questions. On the Internet we | 
had to provide a self-help system." | 

Moreover, the credit card verifica- | 
tion had to be real time, as the booking | 
had to be confirmed on the PRS right 
away. With the IRCTC site, says Broad- 
vision practice manager Vinod Nara- 
pareddy, "The user knows the status - 
right away and also pays for it immedi- 
ately." There are no rejections either. 

For this, the system interacts with 
two external components simultane- 
ously. The first is Concert. Since no 
schedule or train information is stored 

on the Internet, it is retrieved 


the e-commerce project. As Amitabh 
Pandey, group general manager, 
IRCTC, says: "Without Concert, there 
would be no e-commerce project." 
.. In late 2001, IRCTC took it upon 
itself to take the Concert project fur- 
ther. IRCTC was set up by the Ministry 
of Railways to manage food services 
and hospitality, in itself a huge task. 
'he IRCTC, with barely seven people 
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.on its rolls, suggested that it also be 
permitted to sell rail tickets online. One 
of the people attending IRCTC manag- 
ing director M.N. Chopra's presenta- 
tion was a bureaucrat, R.K. Thoopal. 
‘Thoopal is currently in Malawi, a small 
ountry in Central Africa, helping set 
up its railway network. Back then he 
was member (traffic), on the Railway 
Board. Thoopal had been involved in 
setting up the early version of the 
freight operation system and was gen- 
| erally regarded as a tech-savvy and effi- 
- cient bureaucrat. According to sources, 
..it was his presence that was crucial in 
getting this project passed. 

.: In October 2001, the team was 
. asked to conduct a pilot in Delhi. From 
- there on, its evolution into a full-blown 
- project was just a matter of time. 
IRCTC hired Broadvision, an e- 


credit card transactions, which checks | 
payment details at the time of booking. | 
How the system works is like this. | 
Users register with their credit card | 
numbers and then book their tickets. | 
The system shoots a query to the PRS | 
to check on fares and availability. Then | 
it checks the validity of the credit card 
with the payment gateway. After that is | 
done, it prints the physical ticket in | 
Delhi. The tickets are sorted out city- | 
wise and couriered thrice a day. Usua- | 
lly, the ticket reaches the passenger the | 
next day. This service costs Rs 30 per | 
ticket for the sleeper class and Rs 50 for | 
anything above. Plus, there is a 1.8% | 
credit card charge per transaction, | 
which is passed on to the consumer. | 
While this may be slightly more expen- | 
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| 
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sive for a single p person than. using a 
travel agent — they typically charge 
Rs 40 per passenger — the conve- 
nience of it all is its unique selling 
point. For a group, the service cost is 
far cheaper since Railway regulations 
allow up to six passengers to travel on 
one ticket. Currently, to eliminate mid- 
diemen, one is allowed to book only 
four tickets à month. The system also 
has regular email alerts for waitlisted or 
RAC tickets. | 

That's excellent for customers, but 
is it viable? Pandey admits that the ser- 
vice is not making any money. It costs 
Rs 10-18 to deliver each ticket. If the 
volume increases from the present 
1,000 tickets a day to 2,000, the service 
will just about cover its operating costs. 
But it still has a long way to go before it 
meets setting-up costs of Rs 4 crore. 

For the service to really take off, the 
site needs to offer cash on delivery, 
since people are still uncomfortable 
revealing card numbers on the Net. 
Sites like Rediff and Indiatimes have 
registered big jumps in online shop- 
ping revenue after Introducing the 
cash on delivery option. 

Yet, this option can be a double- 
edged sword. That is because there is a 
huge cost associated with handling 
cash. Courier companies charge much 
more for this service as they often have 
to make multiple trips to the con- 
sumer's address for 

payment. In fact, 
most that Pandey 
spoke to refused 
to handle cash. 
"They say that 
' Mataji so rahi hain 
. (Mummy is sleeping), 
come back later, is the aver- 
age response," says Pandey. 
So, for now, Pandey is doing the 
next best thing: tying up with banks 
that have Internet banking. The com- 
pany will set up an account in each of 
these banks and offer consumers the 
option of transferring the funds from 
their accounts into the railway 
account. Also, currently, only Visa and 
Mastercard are accepted. Pandey is 
also roping in debit cards like 
Citibank's Suvidha, | 

If all goes well, it could i impact more 
than just revenue. Each reservation 
clerk does a six-hour shift and books 
250 tickets on an average. Assuming 
the current record of 1,000 tickets a 
day, it could save the Railways four 
shifts and roughly Rs 3 lakh in salaries. 
Will the Indian Railways let this project 
stay on track? E 
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b X the face of it, there is nothing 
special about the Reserve Bank of 
India’s November 2002 report on 
the Indian rupee derivatives mar- 
: ket. It is a characteristically dry 
-; document written in a language that few 
_ other than financiers can make anything 
of. It talks about introducing new prod- 
cts. It delineates the guidelines and 
rocedures that banks have to follow 
when they use derivatives. And it comes 
with its usual quota of annexures. 
- One of them shows how the volume 
rupee derivatives has moved since the 
1 allowed banks and companies to 
rade in them in July 1999. The figures 
learly show them going through the 
oof. But they also show something that 
not quite as obvious. 
_To spot that one, you have to be 
an insider like Sanjay Bhasin. He is 
the head of fixed income securities 
at investment banking company JM 
Morgan Stanley. In his previous as- 
signment, he was in charge of for- 
eign exchange dealing at one of the 
largest foreign banks in India. Despite 
being out of the market, Bhasin has kept 
track of the goings-on. And he finds the 
underlying trends worrying. The RBI re- 
port suggests that the number of deals 
outstanding on 29 December 2002 was 
6,418. But the actual number of deals 
struck from 1999 onwards would be 
much higher (the exact numbers are not 
publicly available with the RBI). The de- 
rivatives bug appears to have bitten a 
wide swathe of companies, many of 
which are small and medium enter- 
prises in sectors ranging from cotton 
extiles to construction. They used de- 
tivatives to offset the high cost of bor- 
wing from banks and foreign institu- 
tional investors. 
<+ $0 what's so worrisome about that 
trend? “Many corporates who have got 
to this market don't know the risks 
hey take with such products," says 
Bhasin. He and a few others who have 
een from the inside how the market 
works say that in their rush to strike 
, deals and reduce costs, many compa- 
nies have overlooked the fact that deriv- 
-atives are complex and need to be ap- 
-proached with care. It is a risk that many 
companies have simply overlooked. 
.. When the RBI allowed such products 
in the market, a handful of large foreign 
banks — including Standard Chartered, 
HSBC, Credit Lyonnais and Citibank — 
kicked off with a few megadeals for In- 
dian clients like Jet Airways and other 
blue-chips like Reliance. The intent was 
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simple: help them hedge the risk of ris- 
ing interest rates and, in many cases, ac- 
tually help companies reduce their bor- 
rowing costs (See 'The Attraction Of 
Opposites’). Early in 2002, for instance, 
Jet Airways had struck a deal with Credit 
Lyonnais to hedge around $340 million 
worth of foreign currency loans that the 
airline had taken. The deal, involving a 
foreign currency swap, would protect Jet 
from the effects of rising interest rates in 
the overseas market where Jet had bor- 
rowed the money. 

Since then, the market has boomed. 
The same RBI report tells the story. In 
March 2000, the total value of derivatives 
contracts outstanding was Rs 4,249 
crore. In December 2002, that value had 
risen to Rs 150,712 crore. And that's just 
rupee derivatives contracts. Data on for- 
eign currency derivative transactions 
are difficult to come by. 

Last year was a boom year for the 
market. Between April and December 
2002, the total value of contracts rose by 
73% as falling interest rates in the US 
meant that companies found it more 
and more lucrative to shift to borrowing 
abroad or take seemingly safe bets on 
how dollar interest rates would move. 
"Last year, banks started selling a view 
that companies could use such deriva- 
tives to lower their borrowing costs," 






























says the dealer for a foreign bank, one of 
the largest and most active players in the 
derivatives market. 

But experts say things could change 
now. US interest rates, at around 1.3%, 
are at their lowest in decades. There's 
very little room for them to fall further. 
Many now argue that interest rates can 
only rise from here. “So far it has been a 
one-way market with most people bet- 
ting that interest rates will go down," 
says Bhasin. “Sooner or later though, in- 
terest rates will begin to rise and that’s 
when the real test will come.” 

Rising interest rates could queer the 
pitch for many corporates, Why? “Last 
year, most companies have bet that in- 
terest rates in the US will either remain 
steady or continue to fall,” says K.N. Dey, 
who works with consultancy company 
Basix, which advises companies on how 
to manage foreign exchange risk. If the 
market turns against them, there's a real 
possibility of huge losses. For instance, 
on a Rs 500-crore transaction, a 196 rise 
in interest rates could result in losses of 
Rs5 crore. 

None of this would happen if these 
corporates exit the transaction at the 
right moment. But in reality, many com- 
panies, except for large corporations like 
Larsen and Toubro or Reliance, are ei- 
ther unaware of how derivatives work or 
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do not track the status of their deals on a 
regular basis. 

Take Jet Airways. When we asked 
Shobha Randheria, a senior general 
manager heading Jet's treasury opera- 
tions, about the company's derivatives 
transactions, she initially declined to 
comment. But said: "We don't know 
much about derivatives since we are not 
experts. We are guided by the banks with 
whom we transact and they monitor our 
deals forus." She directed us to executive 
director Saroj Dutta, who echoed her 
views. “I can’t talk about Jet's exposure to 
derivatives, but it is very small right now. 
We do have some exposure to currency 
derivatives. Our banks manage the 
product for us,” he said. 


THE BIG PLAYERS 











Total value of outstanding contracts 














Reliance, Standard Chartered 31,389 
Larsen & Toubro, ICICI Bank 23,241 
ACC, Grasim, HSBC 18,498 
Hindalco and Deutsche Bank 13,996 
Videocon ICICI Securities 12,835 


“Figures as on 29 December 2002. Figures are total value of contracts outstanding 





Jet isn't an isolated example. “There 


are companies which know what they | 


are doing in this market and those which 
do not,” says another former treasurer of 
a large foreign bank. He's with one of the 
big consultancies now. "The second cat- 
egory is much larger than the first," he 
adds. He argues that many companies 
don't have the sophistication or the 
knowledge of the product or the market 
they operate in to be able to undertake 
such deals themselves. 

Some of it is easy to understand. 
Much ofthe growth in the Indian market 
over the last year has been due to small 
and medium companies getting into the 
market. Many of these companies don't 
have the expertise to deal in such so- 





Rs 150,712 crore 
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phisticated products. "There was an ed- 
ucation process involved in explaining 
the product to clients," says the dealer. 

Here's where the problem comes in. 
A derivatives transaction is a zero sum 
game. If you gain, the person who you've 
dealt with loses for the simple reason 
that both of you take bets, which are dia- 
metrically opposite to each other. Now, if 
the bank that's 'educating' you about 
trading in derivatives is also the bank 
that's eventually going to strike a deal 
with you, what incentive is there for the 
bank to explain the facts completely, or 
even correctly? 

In an interview to Martin Mayer, au- 
thor of The Bankers: The Next Genera- 
tion, Michael Bloomberg, founder of fi- 
nancial newswire Bloomberg and mayor 
of New York, said: "This is the ultimate 
thieves' market. You take the customer 
to the hoops and pucks and you get him 
laid, and he pays you another two 
points." Typical American hyperbole? 
Maybe. Then again, maybe not. 

Now even if a bank 'educates' a client 
well enough, when it actually comes to 
striking a deal, are the clients sophisti- 
cated enough to take a view on what the 
correct rates should be? And is the bank 
being an unbiased ‘educator’? 

Here's how it works. Says a former 
head of treasury: "Bank A goes to a Re- 
liance or an L&T and pitches for a deal to 
hedge, say, Rs 500 crore of rupee borrow- 
ings. But why should Reliance deal with 
Bank A when it is getting similar pitches 
from banks B, C, D and E? Reliance is full 
of guys who negotiate hard. So Bank A is 
finally forced to strike a deal at terms 
which mean that he makes minuscule 
amounts of money, if at all. But he does it 
anyway because it's a prestige thing." 

A, however, has a problem. Given his 
huge exposure to Reliance, if the market 
turns against him, there's a possibility 
that he will have to pay out a lot of 
money. So what he needs to do is strike a 
deal which is the exact opposite of what 
he did with Reliance. So if he has bet with 
Reliance that interest rates will rise, he 
now tries to hedge that by signing on 
others by betting that interest rates will 
actually fall. In trade parlance, he offers 
Reliance a fixed rate and receives a 
‘floater’ (See ‘The Attraction Of Oppo- 
sites’). Then, he tries to strike a deal 
where he pays a ‘floater’ and, in turn, re- 
ceives a fixed rate. 

So he pitches to a smaller firm or a 
number of other smaller firms selling a 
view that helps him do that (maybe if he 
has to ‘educate’ them along the way). 
Very often, it might mean even using the 
Reliance deal to demonstrate his credi- 
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UPPOSE you are a company (with less than AAA rating 

in creditworthiness) which has borrowed at a 12% rate 

of interest or more. Since early January 2002, interest 

. rates on loans in US dollar terms in the International markets 

> have fallen approximately 50 basis points from around 2% to 

. around 1.50% and less in the last few months. 

-Factor in the cost of borrowing in US dollars rather than 

_ In rupees, and your total cost worked out to around 7.5% 

early last year (it is now around 4.6% because of the appre- 

-ciation of the rupee against the dollar). You belleve that over 

the foreseeable future, US interest rates will continue to fall 
rat least remain steady. | 

_ However, there's a problem: your lender will 

charge you a hefty prepayment fee, which can 

-sometimes be as high as around 296 of the 

. total loan amount. 

This is where a derivative called an 
interest rate swap comes in. You strike a 
deal with another bank on the following 

terms: over a specified period of time, 
you agree, in principle, to pay the bank a 
floating rate of interest linked to US 
dollar rates of interest. This rate 
changes from time to time, either 
every few weeks, or few months or 
even days. Also factored in is 














to you to know the nature of the risks you 
are taking and your appetite for such 
risks. Your economic views must be 
strong. There's always scope for negotia- 
tion in a deal." 

However doing a deal is only half the 
transaction. "It's absolutely crucial that 
you mark-to-market your deals," says 
B. Ramakrishnan, treasurer at L&T. It is 
one of the big players in the derivatives 
market, possibly the biggest after Re- 
liance, Mark-to-market is bankerspeak 
for monitoring the status of a transac- 
tion once you have undertaken it. 

In the opinion of experts, it is imper- 
ative to keep a tight check on the market 
on a regular basis, feed the latest market 
data into the deal and see whether it is 
making or losing money. Ramakrishnan 
claims to mark-to-market his derivative 
transactions almost every day. "The fact 
is that most corporates do not have the 
means or the ability to mark-to-market 
their transactions even though it is ex- 

tremely important," says the former 
head of treasury. 

Others claim that marking to market 
is not that important. The chairman of 


ty. So whichever way the market 
urns, he still makes some money. "In 
act, the real place where he makes 
noney is on the smaller guys who do not 
now the market sufficiently well to be 
ble to bargain hard,” says the same 
ad of treasury. 
uch financial manoeuvring is not 
nmon — and even sophisticated 
nts can sometimes fall prey to them. 
1994, the Cincinnati (US) -headquar- 
ed Procter and Gamble filed a suit 
nst Bankers Trust for $100 million 
it reported losses of $157 million on 
inancial transaction, similar to the 
syne above (called an ‘interest rate 
rap). The claim: Bankers Trust had 
ailed to disclose the risks associated 
with the derivative transactions it con- 
ducted. Bankers Trust agreed to a costly 
settlement. The same bank had agreed 
to settle a similar case filed against it by 
an American company called Gibson 
- Greetings, which made roughly the 
` same allegations as Procter and Gamble. 
- . Says Chambal Fertilizers’ treasurer 
Manav Datta: "Banks always come to 
you and try to sell you something. It is up 
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the cost of borrowing in dollars rather than rupees. For its. | 
part, the bank agrees to pay you a certain rate of interest, — | 


which is fixed over the term of the ‘swap’. T he actual Interest Up 
payable is calculated on the value of the loanyoutook > 





earlier, even though neither you nor the bank have actually 
lent each other any money at all. | T 
The reason you hope to gain Is this: you are paying a | 
floating rate to the bank but recelving a fixed rate from him. 
If all goes well, the rate you pay will drift down over time, -- 
below the rate you receive. The bank will pay youthe ~- D 
difference. Effectively what has happened here Is that you > 
have made sure your cost of borrowing has fallen, even — EE ae 
though neither of you has ‘lent’ or ‘borrowed’ — | 1 
any money. m p 
Further, this transaction Is conducted 
‘off the balance sheet’. What that means - 
in layman's terms Is that your existing 
assets and liabilities remain unaffected. 


Why would the bank enter Into this 


transaction? Because It might feel that 


US interest rates will rise rather than 


fall over the term of the swap. It is a 
question of views: the two of you 
are, in effect, taking opposite 
bets on the direction that US inte- 
rest rates are likely te move. E 


white goods manufacturer Videocon, - 
Venugopal Dhoot, says he had done a 
deal last year with Barclays Bank, which 
allowed the group to ‘hedge’ around 
Rs 700 crore worth of loans by conduct- 
ing a financial transaction similar to 
what Jet did. Says Videocons financial 
controller S.M. Hegde: "Barclays ap- - 
proached us about the transaction and 
they were the only bank we talked to. We 
don't need to mark-to-market the deal, 
though we do monitor it. There is no risk 
in the deal." AN 
All said and done though, the Indian . 
market has not seen the kind of huge 
losses on derivatives deals that have 
happened elsewhere in the world. (Re- 
member the infamous Nick Leeson, the 
Singapore-based derivatives trader who 
ran the British Barings Bank to the 
ground with his profligate derivatives 
trading?) But in its recent report on ru- 
pee derivatives, the RBI working group 
recommends the introduction of even 
more sophisticated derivative instru- 
ments like interest rate options. Will cor- 
porates be digging themselves into an 
even deeper mess? " 
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SHISHIR PRASAD 


IJAY Uttarwar sports 

the look of a man 

who parachuted out 

of a flaming plane 

and landed feet first 
in the Bahamas. No won- 
der he now sips his coffee unhurriedly, 
and talks about the larger issues of life. It 
wasn't always this way. 

It took Uttarwar almost 14 months to 
realise that the technology sector does 
not respect past performance much. 
There he was in the April of 2001 watch- 
ing the debris of Nasdaq sediment when 
the telecom sector started to come apart 
at the switches. All of it felt unreal. In the 
early part of 2000, Vijay and his brother 
Mohan had sold Softplus for $360 mil- 
lion to US Interactive. Softplus’ software 
had helped many telecom operators 
manage their customer relationships 
better. The brothers had co-founded the 
company and, like true entrepreneurs, 
did not want their hot hand to cool 
down. Once they had sold Softplus, they 
started another company called Un- 
wired Soft in wireless data services, 
which never really took off. The industry 
was not able to deliver services that 
would make wireless application proto- 
col (WAP: a technology to deliver ‘low 
resolution’ Internet on the mobile 
phone) popular. And while Unwired Soft 
had a very good management team, the 
revenues were miniscule — “of the order 
of a few hundred thousand dollars". 

The signs weren't too good for the 
company. Unwired Soft had banked on 
WAP which was well on its way to the 


Vijay Uttarwars 
company has made 
global roaming 
cheaper for users as 
well as operators 





gis 
ROAMWARE 


dustbin of technology his- 
tory. Just when everybody 
thought the Uttarwar 
brothers had dug them- 
selves into a hole, they 
found the way out. “With 
our global presence and 
close association with cus- 
tomers, we realised that there was a 
tremendous downturn in the telecom 
industry. The wireless telecom carriers 
were ready to invest in technology and 
software that enabled them to differenti- 
ate themselves from their competitors 
and attract more subscribers. We re- 
alised that roaming was considered a big 
opportunity by the leaderships at wire- 
less carrriers and they were all looking 
for services and tools that would enable 
them to target their roaming subscribers 
with innovative services,” says Vijay. Un- 
wired Soft junked its business model 
and hitched its wagon to the run- 
away train of roaming solutions. 
The bet seems to have paid 
off. Now, at the end of its first 
year of operations, Roamware 
(Unwired Soft’s new avatar) 
has 90 employees and rev- 
enues of $8 million. It 
bought a US company 
called Mobileum 
and attracted $18 
million in venture 
capital from 
BEA Systems, 
Tibco and 
Doll Capi- 
fal. We 
are confi- 
dent of 
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achieving a rapid revenue growth this 
year, looking at the order bookings in the 
last two quarters," says Abraham Pun- 
noose, country manager (Saarc), 
Roamware. The numbers look even bet- 
ter when you contrast them with the 
telecom software sector, which has de- 
clined over 2096 every year for the last 
two years. The customer list, too, is fairly 
exhaustive: Orange, BPL and IDEA Cel- 
lular in India; Maxis and Time Cell in 
Malaysia; Dutchtone and Libertel in the 
Netherlands; Sunday, CLP and CSL in 
Hong Kong; and Starhub in Singapore. 
So what is so compelling about 
Roamware's proposition? The way wire- 
less networks have been built till now, 
keeping track of roaming customers has 
been difficult. *Roamware's software 
suite solves many of these problems," 
says the CTO of a GSM operator in In- 
dia. The world over, roaming con- 
stitutes 3-2096 of an operator's 
revenues. The importance of 
roaming is also because, for an 
operator, roaming is essen- 
tially money for jam. When a 
customer from the UK or the 
US lands in India and 
switches on his cellpho- 
ne, he pays almost $1 
per minute to the oper- 
ator with whom he is 
logged on when he 
makes calls. Roa- 
ming customers 
are also prone 
to using use 
their phone 
more of- 
ten. Nine 
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out of 10 people in the top 20% of an op- 


erators customer base use roaming. But | 


as is characteristic of any nascent indus- 
y, mobile operators lack the tools to 
make these high-value customers spe- 
cialin any way and end up treating them 
ke they would any customer on their 
network. This is where Roamware steps 
with its software, the scope of which 
ranges from the obvious to the clever. 
How does it work? Roamwares soft- 


ware suite is loaded onto a Sun serveror | 
Windows NT server and is connected | 


to the main switch of the network — the 
MSC. The MSC is the brain ofa cellular 
network. It controls switching of calls, 
-; manages location of subscribers, col- 
- .lects billing data and manages the net- 
^" work database. Once connected, Roam- 

ware becomes the MSC’s little helper. 
he moment a roaming call comes 
through, the MSC passes on the control 
< to the Roamware suite. The suite has to, 
-. jn a matter of milliseconds, decide on 


21 the relevant information or action and | 


<- suggest it to the MSC and hand the con- 
. trol back. The obvious question first. 


| 
| 
| 
| 
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| 
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Why can't the MSC makers put the rele- 


vant functions into the switch itself? | 


They could, but that would increase the 
price of the switch immensely. And 
roaming has simply too many variables 
to be standardised into a switch. 

Now consider how Roamwares soft- 


| ware helps Orange and IDEA. Both com- 


panies have started operations in new 
circles: IDEA in Hyderabad and Orange 
in Chennai. If a traveller from the UK 
wants to use the Orange network in 
Chennai, normally, it would be impossi- 
ble for Orange. This is because every cir- 
cle has to sign its roaming arrangements 
afresh with all other GSM operators the 
world over. This may take up to three 
vears. But Roamware has already signed 
these agreements with other GSM oper- 
ators and built it into the platform. So 
Orange and IDEA bought the Roamware 
suite, installed it in the two circles and 
were able to offer roaming from Day 
One. The software also allowed ail the 
roaming bills settlement to be managed 
through one circle, which could be 
Mumbai for Orange and Pune for IDEA 


because these circles already had the re- 
lationships with other operators. 

Take another example. Your business 
associate travels from Madrid to meet — 
you in Mumbai. You, of course, have a 
Mumbai mobile number. If you dial his 
number, the local MSC in Mumbai will 
see the number and go: "Hey, this a 
Madrid code" and promptly switch you 
through to Madrid. The Madrid MSC 
will look into its database and realise 
that the guy is actually in Mumbai and 
will send the call back. End result: both 
you and your associate end up paying 
hefty long-distance charges. Roamware 
suite has a feature called optimal rout- 
ing, which intervenes when the MSC re- 
alises it is a Madrid call. It tells the MSC 
to hang on while it checks whether the 
chap is registered in the local database. If - 
it finds the match, it tells the MSC to 
switch the call over the local network. 
The result is that operators have a lower 
cost and consequently, lower charges for 
the subscribers. This is what Orange's . 
StraightTalk Roaming plan is all about, 
though in Mumbai, Orange does not use 
Roamware, but another locally-devel- 
oped solution to achieve this. - 

Apart from these two very useful ap- 
plications, Roamware has a host of other 
services that allow operators to present 
the same screen, no matter where their 
subscribers travel. So an Orange sub- 
scriber will see all the familiar numbers 
and services even when he goes to Lon- 
don and can dial 100 for police or 12366 
for directory assistance and Roamware 
software will convert these numbers 
into their London equivalent. l 

But is Roamware's market position 
defensible? Does it have competition? It 
does. For example, StarHome, a part of 
Israeli company Comverse, is a fairly ag- 
gressive competitor. Swisscom com- 
petes with it on the optimal routing seg- 
ment but is 2-3 times more expensive. Its 
other competitors are software houses 
that develop customised telecom soft- 
ware, but these lack after-sales support 
as also the unified approach that a prod- 
uct needs. And, as an operator put it, 
“These guys have managed to create an 
entire product suite for roaming at one- 
third the price of other less feature-rich 
packages and that’s what gives the edge 
as of now.” With John Hoffman, former 
director (technology), GSM World (the 
official GSM industry association), 
heading Roamware now, and John Jiang, 
formerly of Bell Labs and SBC (a US- 
based telecom service provider), joining 
as CTO, staying ahead of the curve and 
breaking into big corporations should 
not be a problem. 
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FIAT 


After a good start, the Palio has slowed down. 
Can Fiat’s new CEO get it up to speed again! 
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‘We Had A Crisis Of Growth’ 


Excerpts from an interview with Fiat In- 
dias new CEO Alberto Montanari 


W You have taken charge in tough 
times. What are your challenges? 

| will divide it into three parts, for the 
Fiat group, for Fiat Auto and for Fiat In- 
dia. The group is now doing much bet- 
ter in terms of its financial position. It is 
meeting all its targets (obligations) with 
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the bank. As far as Fiat Auto goes, it got 
an injection of trust by the sharehold- 
ers, the Agnelli family who decided to 
put in money. We are confident today. 
There were some difficulties in Europe. 
The Stilo (a hatchback) was launched 
exactly when the September 11 attacks 
happened. The time was wrong. But 
now, Stilo's volumes are increasing. In- 
side the company, the mood is good. 





RANJU SARKAR 


F he could, Alberto Montanari, 46, 
would get into a Ferrari and cruise 
down the highway as he used to in 
South Africa, his last station. But that 
joyride is over. Now in Mumbai, he 
finds himself in the driving seat of a firm 
that is not quite firing on all cylinders. 
And it is the job of Fiat Indias new CEO 
to get it cruising again. For the last two 
months or so, Montanari has had little 

time to relax. And not without reason. 
These are troubled times for Fiat 
Auto, the Italian parent of Fiat India. And 
that is partly the reason for Fiat India's 
plight. Till August 2001, Fiat could not 
find a foothold in India. It had to live 
with indifferent sales till September 
2001, when it launched the hatchback 
Palio. Through the following months, 
sales of the Palio gained momentum. 
Even in June 2002 it sold 3,357 units. And 
then news of Fiat Auto's problems hit the 
headlines. Many were aware of the prob- 
lems faced by owners of Daewoo's Matiz 
when the Korean firm went belly-up. So 
they were chary of a Fiat product. Mean- 
while, the Palio gained the reputation of 
being a heavy drinker, and few were wil- 
ling to take it home. Compounding 
the problem was Fiat's inability to man- 
age its channel. Over the next six 
months, sales fell steadily to 550 units in 
December 2002. The fortunes of the 
other Fiat products followed that of 

the Palio. 

Montanari' brief there- 
fore: get Fiat India back 
on the road again. “We 
need to boost our image, 
stabilise our sales, and 
promote the Siena and 
the Adventure, which are 
not as well known as 
the Palio,” says the man in 





Regarding Fiat India, I think last 
year, we had a crisis of growth. The 
company had done certain volumes 
with the Uno. Then we changed the 
product, the factory, practically starting 
from scratch. There was a sudden in- 
crease in sales and then the market 
came down. I wouldn't be so concerned 
about that. We are thinking of improve- 
ment, we are localising more and more 
in India, focusing more also on exports, 
etc. By chance, I am also the managing 
director of Fiat in South Africa. So, we 
are going to increase the exchange of 
components between South Africa and 
India. Yes, in the last few months, on the 
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the hot seat. 

At the moment, he is focus- ie 
ing all his energies on launch- | ' 
ing the 1,900-cc diesel Palio, pow 
most likely in April (Production 13099 
is startingat the Kurla plant this 
week).Hehasalmostfrozenthe (°° 
plans to launch the Doblo {2000} 
multi-utility vehicle. As forthe sog 
channel problems, he is taking. io [ 
themheadon. T0 
. Meanwhile, ex-CEO M.P 500° 
.. Bianchi is back in Italy. Natural 
- progression, says Fiat India. 
And commercial director Vijay — — 
handorikar, and general managers 
"(marketing and sales) Harmit Ahuja and 
-Puneet Verma, have left the company. 


The Logjam 


The new Siena and the Adventure were 
launched in May 2002. In June 2002 Fiat 
sold 3,357 Palios, 519 Sienas and 64 Ad- 
ventures — 4,020 cars in all. But Fiat had 
started making mistakes even before the 
sales peaked. The launch strategy of the 
new Siena in May 2002 was the first. 
Since it had little brand equity, the idea 
was to let it ride piggyback on the Palio's 
reputation. But the dealers could not do 
justice to the Siena buyer. "The Siena re- 





> quires more sophisticated selling than 


the Palio as it is an aspirational product,” 
says. a Mumbai-based auto expert. 

Next, when sales started dipping, 
Fiat did nothing to help its dealers move 
the stocks of the Palio and the Siena 
(both old and new models) that were pil- 
ing up at the dealerships even in August 
last year. Ten months had passed since 





B the Palio had been launched, and com- 


petition had had enough time to formu- 
late their counter-strategies. Hyundai, 
. which had launched the 1.1-litre Santro 
in October 2001, turned up the advertis- 
ing volume and competitors offered dis- 


commercial area, there was a bit of con- 
fusion, and resentment. Now, we are 
trying to reorganise ourselves. 


@ What sort of numbers are you 
looking at to stabilise volumes? 

We would like to sell 3,000-4,000 cars 
per month for the 178 (platform). It 
doesn't matter if it's a Palio or a Siena; 
on the line everything flows. Then, 
there would be the launch of the diesel 
` vehicle, where we see an opportunity 


. because it's a very nice engine. So, I ex- 


. pect the Palio diesel to establish the 
, Palio range, and bring an additional 15- 
.. 20% of the volume of 178 family. 


Vane gd HP rr Hr IH Ege 
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— Fiat: Can It Bounce Back? 


Palio RES 


| Sept 01 


BAO et AA epo Pant 





Dec 01 Jan 02 





counts of up to Rs 20,000 per car. 

“Fiat did not have the money to offer 
discounts," recalls a dealer. So stocks 
moved slowly. Worse, the dealers had to. | 
pay Fiat monthly interest of up to | 
Rs 4,000 a month, or roughly 50% of | 
their margins, on stocks they were carry- 
ing. Which means that if a dealerheldon : 
to a car for two months, his margins | 
would be wiped out. Given the low mar- 
gins (2.5%) offered to dealers, the only | 
way of making money is to turn around | 
stock quickly. “It became a logjam,” says 
a dealer. One of them in south India still 
has seven unsold Sienas from the first 
batch of 20 he got in May 2002. 

Often, when anew model hits the car 
market, manufacturers give discounts 
on older models to move the stock. Fiat 
started doing so only last month. Too lit- 
tle, too late, say dealers. Another says: 
“The Italian management did not un- 
derstand the need of the hour.” Says a 
marketing expert: “You need tremen- 
dous bonding with the dealer network, | 
and it did not happen.” In fact, Bianchi 
thought that the dealers were making 
money but not paying the company's 
dues. Plus, Fiat was not willing to putin | 
more money. Over 2000 and 2001, the | 
parent had infused $150 million (Rs 630 | 


Paria) 





W How will the Palio diesel compete i 
with the Indica? | 
The Indica customer is different from 
the Palio customer. The former, I guess, 
would be more concerned with the to- 
tal costs of the car — purchasing, tun- | 
ning. The Palio customer is willing to | 
pay more for a car that is at another | 
level of technology and features. 


E There is a perception that Fiat | 
doesn't make money on the Palio..? | 
When you start, vou remake every- | 
thing, make huge investments; and in. | 
the ensuring years you have to recover _ 
the cash. India is more or less in break- | 
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even. Itis not losing money. 


(OW How will you change your image? 
Fiats image has suffered because of the 
problems in Italy; there have also been 
some misunderstandings. There have 
been articles in the Indian press that 
Fiat is bankrupt, but nothing is true. 
Thev say we are in trouble, but then Re- 


Nissan was in trouble five years ago. 
Everybody is sometimes in trouble, as 

you have a (business) cycle. It depends 
on the investment you make in carpro- — | 
duction, and the time to recover the ir in- | 
vestments, and so on. SE 





crore) to launch Palio, Siena and 
| Adventure. Lastly Fiat wi 
| quiet even as competitio 
| tumeduptheaddecibels, — 
By the end of last vear, deal- 
ers were at aloss. 
vested up to R 
spruce uptheirout 
Palio was launcl 
needed to sell 100-15 
month to make good ! 
vestment. But sales were c 
to 50-60 cars a month ani 
company was not doing 
thing about it. "Bianchi ref 
to accept the realities: that dealer 








































































sales, and hence action was requirec 
push sales," says a Fiat observ eLO 

Manufacturers ust ake th: 
of ‘corporate: aay er eee 
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the pounce at f techdlogi t 
liver," he says. | 
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nault was in trouble 10 years ago, and | 
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FIAT 


knock. People have to understand the 
drive of the car,” adds the auto expert. 
But few did. Consequently, fuel con- 
sumption went up. “For every case, who 
says that I get 6-7 km/litre, I have some- 
one who says I get 11-12 km/litre,” says a 
Fiat executive. 

But the issue of mileage has been 
somewhat distorted by agents in the car 
business — mainly competitors and in- 
termediaries like direct selling agents 
(DSAs) — who stand to gain if cars other 
than the Palio gets sold. While senior ex- 
ecutives in Fiat knew this was happen- 
ing, they did not take corrective action. 


The Channel Conflict 


Fiat dealers were partially constrained to | 


finance cars through Fisaf, the group's 
joint venture with Sundaram Finance. 
Dealers say the inability to work with 
other financiers proved a major handi- 
cap and it is the main reason for the de- 
cline in sales. For instance, dealers are 
required to sell 40% of the cars through 


Fisaf while they could sell the remaining | 


60% through other financiers. "We can't 
call them (other financiers) into our 
showrooms or give ads with them like 
Maruti dealers," complains M.S. Venu, 











Bianchi (left) and Chandorikar: Could they have stemmed the slide? 


Competitors feel that's a lame excuse 
as the industry is trying to move away 
from the DSAs: Maruti has promoted 
Maruti Finance, Hyundai Hyundai Fi- 


and 69 units, respectively, that month. 
But then sales fizzled out. The biggest 
problem is that Fiat's selling plank for 
the Siena appealed to few buyers. As for 
nance. But what may work for the mar- | the Palio, experts feel Fiat made a mis- 
ket leaders may not work for Fiat yet. | take by trying to compete on price: "In a 
And Montanari knows that. Already | segment that was already overcrowded, 
Fiat has paid the price of procrastina- | tryingto compete on price is suicidal." 
tion. Some of its dealers — Akshar in Fiat has also realised the need to 
Mumbai, Rahul Udyog Viniyog in | workwith allleading financiers. Subven- 
Kolkata and Shamyak in Delhi — have | tion is a fact of life in a market where 
walked away. Dynamic in Delhiisonthe | manufacturers and financiers work to- 
verge of doing so. (Akshar, of course, has | gether to provide cheap loans or dis- 
been replaced by Fort Point.) counts to the customers. So Fiat has sold 


CEO, Surekha Motors, Fiat's dealer in | 
Hyderabad. All other manu- 
facturers work with all fi- 
nanciers, who would have 
around 2,000 agents in a 
market like Hyderabad. 
"How can our 20 compete 
with 2000?" asks Venu. 


The Way Ahead 


The new CEO has to clean up the sales 
channel, launch the diesel Palio and re- 













Fiat's sagging image through advertising 


also has a new marketing team 


its 40% holding in Fisaf to Sundaram Fi- 


| nance. And now, unlike in the past, Fiat 





and tackling perceptions on fuel effi- | 
ciency. Not only is he new to his job, he | 


Fiat’s Gupta: headed by Ananda Mohan Gupta, | 
del road who has worked with Honda for | 
ahea 


over 16 years, the last six with 
Honda Siel. Montanari has also 
roped in Ravi Bhardwaj from 

ORIX Finance as general man- 






spent the first week meeting 
dealers across the country. 

Now Fiat is giving discounts, 

and advertising again. It is also 

waiving some interest outstand- 


started doing this six months ago, 
there would not have been a prob- 

lem," says an observer. The steps 

increased the number of dealers from 
75 soon. 


pounded by the fact that neither the 


done wellin the market. Both were re- 


ager (marketing & sales) and | 


ings from dealers. "If they had | 


taken by Montanari should restore | 
dealer confidence. Fiat saysithas | 


52 to 67, and plans to reach a target of | 
| are here for the long haul. Along with 
pO Fiat's problems have been com- | 


new Siena, nor the Adventure have | 








is working with all leading car financiers 


. like ICICI Bank and HDFC Bank. 
store consumer confidence by boosting | 


"Manufacturers provide subvention 
in the market to liquidate their stocks. 
Only Fiat wasn't doing it," says a dealer. 
Fiat has finally realised its error and is of- 
fering discounts of Rs 15,000-35,000 
from January. This has had an immedi- 
ate impact. The sales of Palio have recov- 
ered to 850 in January from 550 in De- 
cember. Fiat has sold 1,015 cars last 
month against 750 in December. Says 
Montanari: "We will do exactly as the 
competitors do." 

A key factor for Fiat's performance 
this year would be the Palio diesel. Even 
so, analysts don't expect it to make more 
than a 15% difference to the company's 
volumes. Montanari is unlikely to gam- 
ble on price — he doesn't mind Fiat be- 
ing a niche player. In 2002, Fiat sold 
32,111 cars. After the makeover, even if 
sales rises 20% in 2003, it will still be off 
its 2002 target(50,000). 

With accumulated losses piling up 
(Rs 1,280 crore as on year-ended De- 
cember 2001), will this be enough? "We 


China, Brazil and Turkey, India is a vital 
market for Fiat. Automakers go through 
these cycles. There was sudden increase 
in sales, followed by slump. I am not has- 


launched in May 2002 and sold 500 | sled about that,” says Montanari. * 
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Welcome to the 
World of Books 


ICFA! Press publishes a diversified portfolio of books, magazines and journals that are focused to impart relevant and 
contemporary knowledge and cutting edge skills to corporate executives, consultants, academicians and students. The 
ICFAI Press Book Club has been launched as a premier source of the finest books in the areas of Management, Strategy. 
Finance, Marketing, Advertising, HRM, Leadership, Ethics, IT, E-Business, Banking, Insurance, Accounting, Treasury, Forex, 
Investments, Case Studies, etc. 
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Doctors in 
Distress 


An order issued on 9/11 spells doom for 
retired army doctors as it cuts their pensions 


VIKAS DHOOT 





OME say the world hasn't been the 
same since 11 September 2001. 
Some say the World Trade Center 
attacks just brought to the fore 
what has been brewing in the 
backyard of the developed world for a 
long, long time. Paranoia reigns 
supreme in our minds now — we don't 
know where the next bomb is going to 
explode. But some people have seen 
their entire working life flash before their 
eyes since 9/11 and Osama bin Laden's 








Al-Qaeda has nothing to do with it. This 
story is about them and the pension 
bomb that exploded in their face on the 
same day. 

The story starts almost 41 years ago. 
Ironically, it starts at the beginning of a 
war and ends in a dramatic twist on the 
day the war on terrorism began. When 
the Chinese invaded India in September 


1962, the Government of India under 


Jawaharlal Nehru decided to increase 
the strength of the armed forces. War ca- 
sualties were expected, hence the need 
for more medical personnel. The gov- 





In our cover story on the 

ticking pensions bomb 

Scarier than UTI (BW, 

16 September 2002), we 

had mentioned that 

civil servants’ pensions 

will pose a huge 

liability to the 

government unless 

something is done 

about it fast. Read this 

story to figure out how the 
government is already trying to 
wriggle out of the commitments it 
had made 40 years ago. Doctors in 
the government and armed forces 
are the first targets. 





ernment released full-page advertise- 
ments in leading newspapers that con- 
sisted of just a stethoscope and the 
words ‘Doctor, Doctor! The Nation 
Needs You. 

Many medicos signed up to serve in 
the armed forces (including the Air Force 
and the Navy). The pay was not too 
great, the working conditions far from 
ideal — Aksai Chin and Tawang are not 
the best places to conduct a surgery. But 
the satisfaction of serving the country's 
cause by tending to its soldiers was un- 
quantifiable. Private practice was al- 
lowed for those who joined, but the doc- 
tors barely got a chance to establish one: 
from 1963 onwards, China and Pakistan 
continued to intrude into Indian terri- 
tory and the medicos were kept busy 
treating the injured. 

On 31 December 1965, the President 
of India granted a non-practising al- 
lowance (NPA) to all Army Medical 
Corps officers, irrespective of rank. The 
right of private practice, which they en- 
joyed so far, ceased to exist. The Ministry 
of Defence, in its notice conveying the 
sanction, also mentioned that this al- 
lowance would be granted at 25% of ba- 
sic pay for the first seven years of service, 
33.5% from the eighth to the 15th year 
and 50% of basic pay beyond 15 years of 
service. A vital line you need to keep in 
mind as you read ahead: "The Non-Prac- 
tising Allowance will be treated as pay 
for all purposes." 

Over the years, there was confusion 
among the officers of the Controller of 
Defence Accounts (which doles out the 
services pay packets) about the treat- 
ment of non-practising allowance as pay 
for all purposes. So the Ministry of De- 
fence, while increasing the allowance on 
the basis of the Fourth Central Pay Com- 
mission recommendation, clarified that 
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the non-practising allowance would be 
treated as pay: “It will be taken into ac- 
count for computing dearness al- 
lowance, entitlement of travel al- 
lowances and other allowances as well 
asfor calculation of retirement benefits." 
Clear enough, you would say. 

Well, it wasn't for a bureaucrat in the 
defence ministry. On 7 June 1999, on the 
back of the Fifth Pay Commission rec- 
ommendations (which were meant to 


 — take effect from 1 January 1996), the gov- 


. emment decided that the pension of no 
 * retiree should be less than 50% of 
the minimum of the revised scale 
. of pay for the post last held by the 


pensioner. What that means is x pengon ners 2 oyees Ratio of ds and-a- half years, respec tively 

< that if a serviceman retired asa  . Services = EL oe meee Employees ® retired in February 1996 and ti 
brigadier, then his pension would ~ d e other at end- 1996. Post September 
be at least 5096 ofthe current scale Defence - 19. 4 ; 1.5 188. 2001, he does not get the non- 





of pay that a serving brigadier 
earns. The Controller General of 


Defence Accounts sought clarifi- “Posts Ae Al 58 0.54 A Says the officer who retired the 
cations from the Ministry of De- =e c earliest: "Although we served : 
fence on inclusion of non-practis- ‘Telecom 3 4231. — 034 years together, the rules are d 


ing allowance in the revised 
pensions. 

The bureaucrat in the defence 
ministry, a deputy secretary, con- 
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Source: beim of Penslons and Pensioners' Welfare & Pay and 
Research Unit, Department of Expenditure 


_ PENSIONS 


sulted with the Department of Pension 
and Pensioners' Welfare and the Depart- 
ment of Expenditure on the issue. The 
letter he drafted is the reason we are do- 
ing this story. "NPÀ granted to medical 
Officers does not form part of the scale of 
pay. Itis a separate element, although it 
is taken into account for the purpose of 
computation of pension. (The NPA) is 
not to be added to the minimum of the 
revised scale of pay as on 01/01/1996 in 
cases where consolidated pension/fam- 
ily pensioni is to be stepped up..." 
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This was the killer 11 Septembet 
2001 letter. For the first time, it made 
distinction between medical officers r 
tiring before 1 January 1996 and the re 
Those who quit before 1 January 19 
would receive pension without the 
practising allowance being inc 
the calculations. The lucky few v 
tired later would receive a pensio 
took that allowance into account: 

BW spoke to an army medical 
who joined service on 23 April 1963 a 
retired on 31 July 1995, Two of his-ce 
leagues, who joined the army« 
the.same date were y ounger thi 
him by eight months and on 





wen 





practising s benefit in his pension, 
but they do. 


ent for them just because they 
tired after 1 i 1996, Th 
no logic or natural justice i 
government order, People 






E 
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have retired in the 80s and are still 
alive are even more affected by 
this illogical order, being 70-80 
years old." In all probability, these 
are the same doctors who re- 
sponded to that advertisement 
during the Indo-China war. 

But why is this non-practising 
allowance such an important ele- 
ment of doctors' pension? For 
that, you need to understand that 
an armed forces officer's pension 
(like that of any civil servant) is 
worked out on his reckonable 
emoluments, which include ba- 
sic pay, stagnation increase and 
rank pay. In the case of doctors, 
non-practising allowance is also 
added to these emoluments. Now 
the pension equals 5096 of reck- 


onable emoluments. And once the ser- | 


viceman passes away, 60% of his pen- 
sion is received by the surviving family 
or his widow. 

How much does that amount to re- 





ally? Consider a doctor at the rank of | 


and rank pay is Rs 2,400. The non-prac- 
tising allowance is 25% of basic pay plus 
rank pay. So, in this case, the non-prac- 


tising allowance will amount to Rs 5,225 | 


(25% of Rs 20,900). The Brigadier’s total 
pay thus becomes Rs 26,125. Now, his 


pension will be 50% of this, which works | 


out to approximately Rs 13,062. When 
he dies, his family will receive 60% of his 
pension, or Rs 7,837. Without the al- 
lowance, pension amounts will be re- 
duced by Rs 3,000-4,000 for most ser- 
vices medical officers. 


The September 2001 order is an ex- | 
ecutive order, which is contrary to the | 





: Brigadier whose basic pay is Rs 18,500 | 








1965 Presidential order that created the 


_ place. The retired services doctors argue 


that an executive order can’t supercede a 
Presidential order. 
And they are fighting its implemen- 





Defence minister Fernandes: sympathetic to the cause 


wherever pension paymen 
from 1996 till date has include 
the non-practising allowance el 
ment, separate instructions w 
be issued to recover the over pa 
ment. Which means that not on 
will the pensioners have to li 
with less pensions in the futur 
they will also have to repay tl 
‘excess’ pension they have r 
ceived from January 1996 till no 
Assuming that each doctor has 

repay a non-practising allowant 
of Rs 3,500 per month, that adt 
up to Rs 2.94 lakh. Phew! 

And the services doctors ai 
not alone. In fact, the attack o 
their pensions has come almo: 
two years after doctors belongin 
to every government departmer 


TRIBHUWAN SHARMA 


| have been hit by the non-practisin 
non-practising allowance in the first | 


tation in 23 different high courts and | 


have managed to get a stay. But for how 


long? Three of the 1,883 retirees affected 


have already passed away. A delegation 


minister, George Fernandes, a couple of 
times. Apparently, he's shown concern. 
Association members say Fernandes 


said he understood their case and he | 
would look into the matter. In the mean- | | 


time, the case drags on in the various 


courts, as the bureaucracy refuses toad- | 


mit its mistake. 


This is not even the scariest part. The | 
controversial order goes on to say that 








Year Civil Telecom Railways Defence Posts Total 
(in Rs crore) 
1990-91 48042 85.18 — 886.00 1,670.32 — 15031 — 3272.03 
1391.92 58280 10271 1,040.00 1,840.07 — 18228 3,747.86 
199293 70056 11739 1251.00 231277 20364 458536 
1399394 817.97 14214 1,488.00 2,530.76 — 22743 5,206.30 
199495 933.91 — 15627 1,686.00 20413 25341 5/3372 
1296397 1,425.04 251.77 2,509.00 3,682.62 — 38439 825282 
1237298 1,948.41 — 412.85 3,509.00 — 494712 55825 11,375.63 
1998-99 2,8031. 451.65 4,144.00 — 727028 6766 1534579 
1292-00 3,285.72 — 43702 4018.00 11,024.02 ^ 681.56 19,446.32 
2001-02 4,320.00 685.00 5,800.00 10,770.00 835.00 22,410.00 
25% 23% 21% PAU 19% 21% 




















Source: Working Group on Pensionary Liability, Department of Expenditure, Ministry of Finance, June 2001 





stick. Doctors belonging to the Centr: 
Government Health Service under th 
Ministry of Health and Family Welfar 
and stationed in government institu 
tions and outposts across the countn 
are fighting the same battle in about 1 
high courts. 

The Delhi High Court did rule in th 


_ pensioners’ favour, holding that a polic 
from the Retired Armed Forces Medical | 
| Association has also met the defence 


decision of the state cannot discrimi 
nate. If one set of employees’ pensions i 
to include the non-practising allowance 
the same should hold for others too. I1 
the past, whenever the government triec 
to bring about arbitrary changes in em. 
ployment terms or used cut-off dates tc 
distinguish between those who are eligi 
ble for certain revised pension benefit: 


| and those who are not, it has failed. 


Yet, it is dragging its feet in courts al 
over the country. The government ha: 
appealed against the Delhi High Court 
decision by filing a special leave petition 
in the Supreme Court. One of the main 
arguments that it has put forth is that the 
High Court has no business at all to in- 
terfere in the policy decisions made by 
the government. 

The truth is different though. The 
governments expenditure on pensions 
has been shooting up dramatically (see 
tables) and is conservatively estimated 
to pose a liability of Rs 110,000 crore in 
the future. 

By thus attacking the older lot of the 
retirees (pre-1996) and appealing 
against every negative court ruling, the 
government's only hope for dealing with 
this nightmarish pension bomb seems 
to be: let as many pensioners as possible 
die till the apex court gives a decision 
that the government has to obey. Family 
pension is only 60% of individual pen- 
sions, remember? 4 
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Elixir is the in-house magazine of which pharmaceutical company? 
(a) Dr. Reddy's. (b) Wockhardt (c) Ranbaxy 
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(d) Dr. Morepen 
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Whose autobiography is called Just For Fun and is co-authored by David Diamond? 
- (a) Linus Torvalds : (b) Larry Ellison — (c) Hugh Hefner 






(d) Bruce Adams 
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Which celebrity has opened a gym called Est in Hyderabad recently? 
< (a) Mohammad Azharuddin (b) Venkatpathy Raju (c) Mohammed Kaif — (d) VVS. Laxman 
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Larry Bossidy made a mark for himself as CEO of which company? 
(a) General Motors (b) Ford Motor 












(c) Texas instruments (d) Allied Signal 
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.9. Which tyre company claims that its car radials have Pirelli technology? 
(a) Birla Tyres (b) MRF (c) Apollo (d) JK Tyres 
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| Psychological contract, a term to denote what an employee may expect from his employer, was coined by whic 
management thinker? "m S | 


wees 


MEH m a w ve m Hn eorr em WO Ge wh OA SY tas Re AL Xe on AT AE CA Ha VK de vh vir Me n dE ie f Vui aA Se ee cR UR ME AG Ret MX S) we e Ge AA RES VAS KR Dew, Oe YN Aud VS AAT GAS Sa E OP A OE de Be de 
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Which bank has launched Suvidha fixed deposits? | 7 
a) Citibank | (b) IDBI (c) Bank of Baroda (d) Punjab National Ban 
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Progeon is the business process management company of which Indian software maior? 
(a) Infosys Technologies | (b) HCL Infosystems (c) Wipro (d) Pentasoft 
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9.” What's the name of Indian Television Academy’s recently launched glossy magazine on the television indust 


3 (a) B4U (b) 4Play (c) TV4all (d) GRB! ko 
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10.*Which country spends the maximum percentage of its GDP on R&D? 
| (3 Germany (b) Sweden (c) US 
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subscribe to Businessworld at www. firstandsecona,: 3 





and pick a free gift* of your choice from a stagger 
collection of 1 milllon books and 3 lakh music albu 








E. i. Which company/organisation is credited with inventing microwave cooki ing? Raytheon 
. Which company is sell ling packaged milk under the brand name 'Milkman'? Britannia 


tog on to Firethdbecond: com for one of the largest collection of books india’s biggest book stop. 
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nswers to AMITY BIZQUIZ # 75 


Who out of the following started the Miss World contest? Eric Morley 


. The book Wheels on Fire is about which company? Daimierthr ysier 

. Which management guru wrote the classic The Functions Of The Executive? Ch aster Irving Barnard 

. Name the founder of Qualified Learn} ing Systems. Shiv Khera 

. Whois the author of the book The Agenda? Michael Hammer 

. This famous personality was a copywriter for Ogilvy & Mather and for Ayer Barker, and his first book was Grimus, Saiman Rushdie 
. Which company has ranked No. 1 in Businessworld's Most Respected Companies Surveys the maximum number of times? 


Hindustan Lever 


10. Till recently, which telecom company sold as Orange in Mumbai, Command in Kolkata and Celforce in Gujarat? Hutchison 


Winners of AMITY BIZQUIZ # 74 


1. Anand, Mumbai 2. Akash Senapaty, Delhi 3. Ashwin Pande, Noida 4. Bindu, Hyderabad 5. indiwar Singh, Mumbai 6, Gagandeep Singh, Kolkata 
f. Sachin, Noida 8. Vishwanathan, Mumbai 9. Harshad Purwat, Satara 10. Partha sadhukhan, Chennai | 


Start with Rs.1000 from us. 
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. * Entry Form (Amity BIZQUIZ # 78) 


NEAN ee Ure IN eine Address: 
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Today J Business | India [C] India Today [] Outlook C LE “The Week E 
“Please send me more information on n Amity Lr 





Do You Subscribe fo: Businessworld Li Businésk 











E Answers (Tick one) E IN EX 
E 1. z. d. 4, 2. 6. f. ; 8. l 2. cat : of Submit your NITE E 
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CHO OO (b) (BD (b OHO (DD (bj wa (B0 | eme Foi ipa a : 
GIRL (otl. (d C (MU (dg (Qc (SENI (c EI GEN - fe B. TAKE Hae £-27, Defence Colony: 








LI 


New Delhi- 0024 





T eventit aer annans LU MMC a MIRA inanem eiai amaie ni EIN 


Rules and regulations E 
si This contest is open to all Indian citizens except eons fond theit re relatives) of Amity/RBEF and ABP Piin Bl liiis, will not be reine ler any atl mes loses in transit; or mu | 






i 


























B WORLD 


aJ Career information that makes sense. 





In association with: Jobs/ 


Career Focus 
Surfer Speak —— m 
f Are you currently employed? 
= 50% Re Yes, But | am unhappy with my Job. 
p 389. T o No. 
2 Yes. And | am happy with my Job 





st your vote: Log on to www.jobsahead.com/jobworld.html 





(1,1: — 


Advertising Jobs in the Economy 


Bil Client Servicing 


| M Creative Design 
E] Production 
£d Media Planning 
Bi Others | 
| 





Resume Blaster Di scount Coupon 
Send your Resume to 1000 Placement Consultants across India instantly 
Geta “Top 1000 Consultants Directory’ FREENI 


FAST, Within 5 days reach out to 1000 Con | - EFFECTIVE: | instant Reach to over 20.000 Jobs d LM 
EASY: No ru inning around, No time was stage! + AFFORDABLE: a Less than Re.1 1 | per Con sulan N 25% Discoum at 


: Yes, TMr. IMs O would like to subscribe to the Resume Blaster Seni | am enclosing my resume 
4 SAN with a Cheque / DD payable in New Delhi in favour of Webneuron Services Ltd for Rs-1290/- Rs. 990/- 
4 






-Mail your Resume and the Discount Coupon to: JobsAhead, 52-B, Okhla Industrial Estate Phase- Ill. New Delhi -20 


2 bee awe pol binis iiis ee ea ee ee ee Oc UN 


Log on to: www.jobsahead.com/jmessenger.htm! 





ux. | Business Development Executive : eQURA 





Career information that makes sense. 


Sales & Marketing 


The BDE will be responsible for Generating new 
clients and establish new accounts, gather require- 
ments from the client, coordinate with the recruiter to 
| submit the right resume, interact with client person- 
nel as well as the candidates for placements 
Location : Bangalore 

| Experience : 2 - 3 Yrs 

Apply at http//www jobsahead.com/iobworld. htm! 


. Financial Advisors : Metlife India Insurance 
. Company Pvt. Ltd 
The job is to indentify. potential customers, asses 
their financial needs and offer them a suitable finar- 
cial plan, the candidate has to be self driven with a 
`- Zeal to grow in life and having high values of honesty 
| andintegrity. 
' Location : Bangalore 
Experience : 1 - 3 Yrs 
Apply at htlp//www.jobsahead.com/jobworld.html 


Assistant Manager Sales : Cyber Media Group of 
| Companies | | 

Job entails selling of Events, responsible for all target 
revenue generation and collection of payments, 


increasing market share & brand building are key - 
| areas,looking after new projects. 


Location : Delhi 
Experience ; 4 - 6 Yrs. 
Apply at: hitp:tiwew Jobsahead.com/jobworid hm: 


a Business Development Executives : Sercon India 
| Private Limited 

- Would be responsi bie for the business developmen- 

< ta activity on the gond level. Would need to interact 

- With corporate decision makers 

Location : Delhi, Mumbai, Bangalore, Chennai, 
Hyderabad, Pune, Calcutta, Chandigarh 
Experience : 1 - 3 Yrs 

Apply at: http://www. jobsahead. com/jobworld.htmi 








In association with: Job sAhead. cor 


Field Sales Executive : Standard Chartered Bank 
The job involves direct field sales of our credit cards 
to prospects in the city of Mumbai, you would be on 
the rolls of our DSAs / DSTs, working under the 
supervision of Team Leaders to learn and understand 
the selling process. 

Location : Mumbai 

Experience : 0 - 4 Yrs 

Apply at hitp-//www.jobsahead.com/jobworld htmi 


Sales Engineer : MGA Systems 

Job will involve travel of at least 15 days min., the 
person should be well versed with Microsoft office, 
should be an excellent Communicator and technical- 
ly sound 

Location : Mumbai 

Experience : 2 - 5 Yrs 

Apply at httip//www.jobsahead.com/iobworld.htmi 


Business Development Manager : Mind Centre 
To head the licencee company and be in charge of its 


profitability and be responsive for the Minimum - 
assured revenue / liaison with the Govt. - 


The job entails extensive travelling. The person 
should have exposure to marketing function as well 
as Distributor & Dealers front. 

Location : Mumbai 

Experience : 6 - 8 Yrs 

Apply at: http.//www.jobsahead.com/jobworld.htmi 


Executive Asst. to VP : Enercon Systems Pvt Ltd 
To assist Executive VP in stratising and implementa- 
tion, we need a dynamic engineer who will co-ordi- 
nate Sales team 

Location : Bangalore 

Experience : 3 - 6 Yrs 

Apply at htip//www.jobsahead.com/jobworld.html 


Business PREP = - Sr Managers / Managers | 


: iBiit 
the person will be responsibie for developing new 
customers, managing new and existing accounts and 
working closely with the technical team, initiating, 
aligning and managing business relationships, lead- 
ing, training and motivating a sales team of 4-5 pro- 
fesionals 
Location : Delhi 
Experience : 5 - 10 Yrs 
Apply at http//www.jobsahead.com/jobworld.html 


Area Manager- Perosnal Loans : Apnaioan, com. 


india Pvt. Ltd 
The candidate must have prior knowledge od per- 


sonal loans and car loans product, experience in one. 
of the finanacial institutions, he wil have team of | 


CREs and telecallers 

Location : Hyderabad 

Experience : 2-4 Yrs 

Apply at: http://www.jobsahead.com/jobworld. html 


| For A \dvertising within Jobworld contact us at: 


| New Delhi (8615100/8615200) | Mumbai (26431914/24962601) | Bangalore (200m4 


| Seem). | Chennai (8131278) 









Asst. ‘Binge:  Softek Pvt. Limite 2A l 
Require MBA/PGDM (Marketing). pre essionals » wth 
atleast 3 yrs of experience in Product. M : 
Sales in Government epi artments, must have gen- : 
erated a revenue of atleast 50 Lakhs a annum 
Location: Delhi — B | 






Experience :3-4Yrs — 0 Do 
Apply at: http: AWW. jobsahead comfobwor html 


Marketing Engineer : Prodcon Tech Services Pvt. 
Ltd 

Understand the targets & the business development 
plans for the business unit, draw weekly & daily plans 
& execute the same, book sales ; in line with the tar- 
get set for the unit & self by constantly moving in the 
field & be in touch with customers 

Location : Mumbai 

Experience : 2 - 4 Yrs 

Apply at http: liwww. jobsahead, cajobwor html 


Manager, Product Marketing : i Fiorano Software 
Writing technical White papers, technical articles, 
Product Architecture articles, Coordinating and fol- 
lowing with the sales and technical team, work on 
presentations and write-ups, Proposal. writing and 
submission for global EAI, messaging, BPM, 
Distributed Computing projects, create web site 
Technical content i 

Location : Delhi, ‘Faridabad, Gaziabad, Gurgaon, 
Noida 

Experience : 1-4 Yrs — 

Apply at http.//www.jobsahead. — htmi 





Marketing Executives. : i. Pinnacle Finances 
Marketing Executives are required to sell home loan 
product, in the field / over the phone, offered by 
Standard Chartered Bank, as a representative. of 
Pinnacle Finances, they are required to follow. the 
rules and regulation of Pinnacle during the course of 
employment and will have to abide by the norms of 
SCB while dealing with the product | 

Location : Delhi, Faridabad, Gaziabad, Gurgaon, 
Noida = 

Experience : 0-2 Yrs 

Apply at http://www. EE ET html 









Project Manager- Web Projects: . Netaquila 
Solutions — 

Direct, support the development and implementation 
of web solutions, should have exp in preparing 
Project Management, risk Management, scheduling 


| and test plans, Defining work processes at every 


stage of the project & ensuring meeting of customer 
commitments 


| oon Cae 
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Career information that makes sense. 


Finance Jobs 


tive Accounts : Net 4 India Limited - 
repare Bank Reconciliation statements, Make pay- 


: : Parsonnel Officer: V2infotech - | 
Exp in large industries / companies handing | the 
. Complete HR functions, Co-ordinating with the man- 
men endors, Liaison with bank, Payroll and | agement, Bosnie agemane, Vacation 
employee reimbursement, Sales accounting, | Scheduling, 
tion: (income ta tax, Take care of PF and ESI CE 














vil vl ben * epist for SOME 
isal, salary preparation, | Office : 


ae & other HR functions 
F FR Den Won 


; Analyst-Microsoft Tech & Crystal Reports. : 

FutureSoft INDIA Pvt. itd .— 

| B.E/B- Tech, Good Communication skills, develop- 

< ment exp on oracle and crystal feporis is a must, 
Development experience on visual basic and asp; 

-F key responsibilities include Coding/ ana eis design 
ens. [| Location: Delhi 
Experience : 4 - 7 Yrs i 


Mainframes Specialist ‘impact Management And 

Personnel Services 

Should have minimum 2 yrs to max 8 yrs of relevant 
. |. experience, Should-have very good. knowledge in 

amd COBOL,CICS,-DB2, be necessarily a BE Comp Sc 

- or BE 
Location : Mumbai, Bangalore 
Experience : 1 - 5 Yrs 


Server Testing : Fiorano Software 

Write Java test cases and TSC for server APIs, Write 
performance / stress / load test cases for server, Run 
test hamess, Write Unix / Windows / Perl scripts 
require to run test cases 

Location : Delhi, Faridabad, Gaziabad, Gurgaon, 
Noida 
“Experience: 7-4 Yrs — 

Apply at: http:/Avww.jobsahead.com/jobworld htm! 










.| Solutions for new customers, existing customer 


; locnm N je LN . 2 
Apply at hitp;//www.iobsahiead. comjobwordd. hin 





| Project Leader - Microsoft | Wobogias ; 





-Apply at: http://www, jobsahead. com/iobworld. htm! 


| Apply at nt fusis jobsahiond. camjobwot T | 


- Programmers in to CC«», with min 2-3 yrs of expto | 


Apply. at: http://www jobsahead.com/jobworld.htmi | 


| Location : Delhi 





acevo: 





PEER 


Oracle Applications Trainee : Solix Enterprise E 
Solutions Ltd 

Min. of 1.5 years of exp on oracle & D2K wi 
4 projects implimented. Excellent comm in 
skills will be added advantage | 
Location : Hyderabad 
Experience : 1.5 - 3 Yrs 
Apply at htip//veww. jobsahead. com/jobu 
























Technical Support Engineer : Eye N 
Technologies Pyt. Ltd 
C, Java, RDBMS. (Oracie/SQL Server/DB2), : 
Solris/ HP UX), Windows, C++, Per & UN ix 
Scripting, Database Administration / Tuning / Tous} 
bleshooting, System Administration (UNIX! Wadows) 

Customer Care systems (Onyx / Vantive / CI d d 
Location : Bangalore i 
Experience: 2-6 Yrs 1 
Apply at hiip/www.jobsahead.com jebworld Mn | 


Wipro Technologies. nd 
al preparation with. taci 


Project Manager 
Job involves propos 





action, relationship. building, technical 





responsibi lities, qua lity audi iting, JE or Ja 
expertise isa must — 

Location : Hyderabad. 
Experience :6-10 Yrs — — 0. 
Apply at: http: HANNON. wobec oi 









ipie: leet ited 


i 
d 
Programmers CC Proactive Mgmt: | 
Consultants | 
be used at bombay, should be B. E in any stream | | 
Location : Mumbai | | 
Experience : 2 - 3 Yrs | | 
Apply at: http/Avww.jobsahead. com/obworld him! | 
| 
| 
| 
| 
i 
i 


Lotus Notes Professi ionals : Pavan Systems | 
BE/ME/MCA/MBA, Basic conce pts. of Domino/Lotus - | 
notes administration, Building. graphical reports for 3 
LN applications, Developing multilingual appli, : 
Customization of Domino.doc integration of workflos 

& domino.doc 








Experience : 3 - 15 Yrs 
Apply at: http://www jobsahead.com/obworld himi 
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REVIEWS 


M. RAJSHEKHAR 


N September last year, Ranthambore 


Tiger Reserve almost ceased to exist. | 
One day that month, 400-odd vil- | 


lagers, 4,000 heads of cattle in tow, 
barged into the reserve because the 


forest was the only place where fodder | 
and water were still plentiful after a dry | 
spell. When the local SP tried to stop | 


them, he was beaten up. Forest officials 
were chased off. The next morning, oth- 
er villagers on the periphery ofthe forest 
also began pushing in their livestock. By 
the end of the day, over 15,000 livestock 
were foraging in the 300 sq km park. 

After reading this book, you'll know 
why that happened. India's ecological 
policy borrows heavily from the US. Our 
wildlife laws bar people from living in- 
side a park. They also bar people from 
taking fodder or firewood from the park. 
This model was developed for US parks 
where there are vast open spaces with 
hardly any human dwellings. It's not pra- 
ctical in India where almost all national 
parks had people living in them. Michael 
Lewis sets out to study this aspect. 

As he tramps across Rajaji National 
Park, he writes: “I went searching not for 
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The Economics Of À 


LECTURES 
ON ECONOMIC 
GROWTH 


By Robert E. 
Lucas, Jr 

Oxford 
University Press 
Pages: 199; 

price: Rs 395 








Tisarare bookin academic econom- 
ics that takes as its metaphor for eco- 
nomic growth, a literary work. But 
then Robert E. Lucas, professor of 
economics at the University of 
Chicago, is not your run-of-the-mill aca- 


demic. He is a Nobel Prize winning | 


economist, and he uses that master- 


piece, VS. Naipaul's A House for Mr | 


Biswas, to explain his theory. 
He says in the introduction to these 





| the cultural distance between 





elephants, but for an idea of how ecolog- 
ical theories and practices crossed the 
globe." That may not be a question that 
many of us ponder on. But in trying to 
answer this question, Lewis draws an ex- 





cellent picture of how ecological policy | 


developed in India. And that 
makes for fascinating reading. 

In the first few decades 
after indepen- 
dence, there was 
little or no data 
on India’s plants 


Inventing Global 
Ecology 





INVENTING 
GLOBAL ECOLOGY 


Tracking the 





SEEKING AN INDIAN WAY ON 


their upbringing, growth, and dispersal, 
all remain to be discovered." 

Indian ecologists desperately need- 
ed funds, western theories and equip- 
ment. Into that void stepped Salim Ali. 
Under him, the Bombay Natural History 

Society co-operated with the 

US, offering India to Wes- 

tern scientists for their 
researches. This was, 
perhaps, the best 
way to expose ec- 
ologists to West- 


and animals. The Biodiversity Ideal In ern theories. 
state-of-the-art : That was how In- 
é India 1945-1997 ; 

summary of Indi- ' | dians learnt ob- 
a's animals at that By Michael Lewis servation-based 
time, notes Orient Longman ecology from 
Lewis, was S.H. Papps: pit: researchers like 
Prater's The Book PTT George Schaller. 

of Indian Ani- Since the 70s, 


mals. " (Its) entry on the jackal, 
one of the most common, widely 


dispersed and easily observed of Indias | 


mammals, is typical of the level of 
knowledge at that time: 'Little is known 
about the jackal's family life — it's so se- 
cretive in habits. How long the male re- 
mains with its mate or family, what 
part... it plays in caring for the young, 





though, Indian scientists 

have adapted Western theory 

to Indian needs. During the Cold War, 
the Indian administration began block- 
ing requests by US researchers. That set 
the stage for the next big leap in Indian 
ecology. Noted ecologist Madhav Gadgil, 
who returned from Harvard University, 
brought with him the seeds of ‘modern’ 





House For Mr Biswas 


lectures he delivered in the mid-80s and 
90s: “At his death, he (Mohun Biswas) is 
an unemployed journalist in Port-of- 
Spain, living in a ramshackle house with 
no assets to support his wife and large 
family after he's gone... Yet measured by 
Mr 
Biswas' parents and his children, his life 
is a story of amazing progress." 


By the end of Biswas’s life, his oldest | 


son, Anand, is a student at Oxford. “Be- 
tween Anand and Mohun Biswass par- 
ents is the entire 25-1 difference be- 
tween living standards in India and 
living standards in Western Europe and 


the United States.” And it's this differ- | 


ence that this enormously interesting 





book tries to explain and account for. 

A caveat though: while for the most 
part Lucas gives simple explanations, he 
does use mathematics too. This neces- 
sarily means that general readers should 
approach the book with care. Lucas is 
one of the ‘greats’ of modern economics. 
In the early 70s, he transformed main- 
stream economics by arguing that in the 
long run, monetary policy cannot affect 
the level of employment by making an 
apparently simple assumption about 
how people form expectations for the fu- 
ture. He won the Nobel Prize for that and 
other work in 1995. 

As Lucas asks in the introduction: 
“How can an economist not be inter- 
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+ MICHAEL LEWIS is a biologist 

| who switched to history, which he 

|. teaches at Salisbury University in 

|. the US, He is working on a project 

|. to study the role of US institutions 
lobal conservation. 
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ogy, replete with mathematical 
‘models, which studied how organisms 
interacted, and the logic underlying 
those interactions. Since then, he has ex- 
. panded his work to understand how 
© . people can co-exist with forests. He has 
. studied sacred groves and developed the 
. concept of biosphere reserves (where a 
_. forest is carved up into different buffer 
= zones for villagers, tourists, etc.). 
^... This book belongs to a rare tribe. 
~~ Most bookshops in India stock four 
* - kinds of books on wildlife: tales from the 
jungles, imperilled wildlife, academic 
treatises and the non-fiction genre in- 
^. habited by the likes of Richard Dawkins 
-. „and Stephen Jay Gould. This is the only 
book 1 have come across which corre- 
ates Western ecological theory with its 
implementationinIndia.Buyit. B 
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| ested in the wealth of nations?" Taking as 
.- his starting point Robert Solow’s model 


of economic growth first advanced in 

. : the mid-50s, he tries to adapt it as a 

© model of economic development by in- 

. troducing human capital and the con- 
cept of increasing returns, two concepts 
which have dominated debate on eco- 
` nomic growth in recent years. 

The chief attraction of the book, 
however, is in the basic questions that 
Lucas asks and tries to answer: how did 
economic growth create so much in- 
equality in the returns to resources like 
labour across the world? If new techno- 
logical ideas improved the productivity 
of workers in England during the indus- 
trial revolution, why did these ideas not 
spread rapidly to other economies, im- 
proving productivity there? 

Why doesn't capital flow from rich 
*. nations to poor nations to the extent 
'. predicted by theory? In answering these 
A. questions, Lucas shatters several myths 
. andmisconceptions about growth. — W 
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RAVING FANS 


By Ken Blanchard & Sheldon Bowles 
William Morrow & Co 





UST having satisfied customers isn't good enough. 
anymore. If you really want a booming business, yo 

Jj have to create raving fans, decree Blanchard & Cx 
They believe that companies should be so caring the 
they are willing to spend time and money to create fans. So, brace yourse 
for another parable, but one with thicker dollops of treacly management. 
lessons than the cheese story. The lessons are learned on a trip that a new _ 
area manager makes with his angel (yes, an angel) to fictional companies 
(naturally) that deliver awesome customer service. Example 1: Our hero 
goes looking for a book. Shop doesn't have the book but has a superb play 
area for children, glittering restrooms. Shop gets him book from a neigh- 
bouring shop, gift wraps it and hands it over — at no extra cost. He also gets 
a white carnation pinned on his suit. Fantasy Island, anyone? e" 


THESET-UP-TO-FAIL SYNDROME 
How Good Managers Cause Great People To Fail 


By Jean-Francois Manzoni & Jean-Louis Barsoux 
Harvard Business School Press 
Pages: 304; price: $26.95 


aratores latter v tttm NT e e ha t im erp e Pepe Matt to ROE WEE TANNOY ona RA ALAR MME RII RAP rennen tution item 





F you can ignore the seeming contradiction in the title 

— can managers be good if they cause people to fail? 

— here's a book that offers splendid insights on how | 
boss-subordinate relationships deteriorate. The management experts from 
INSEAD, France; first addressed the issue in a 1998 Harvard Business Review 
article that examined how “bosses unwittingly set up some of their subordi- 
nates to fail and, more generally, mismanage many of the subordinates they 
regard as acceptable but lower-than-average performers”. Based on a 10- 
year study, Manzoni and Barsoux ask bosses to look inward and exarnine 
their own behaviour and the effect it has on colleagues. While work relation- 
ships are often highly complex and full of nuances, the authors point out. 
that in some instances, difficulties result from misunderstood behaviour 
that turns into a dangerous ‘self-fulfilling’ and ‘self-reinforcing’ circle. À 
must-read for bosses low on emotional intelligence. 8m 


FOUR BLIND MICE 


By James Patterson 
Little, Brown & Company 
Pages: 387; price: $27.95 


€ 


[):ss Alex Cross is on his way to resign from the 











Washington Police Force when his partner John 

Sampson turns up with a case Cross can't refuse. 
Sampson's army buddy from their Vietnam days has 
been arrested for murder — and the evidence against him is enough to send 
him to the gas chamber. Sampson is certain his friend has been framed, and 
Alex's investigation turns up evidence overlooked — or concealed — by the 
military. Cross and Sampson go deep behind military lines to confront the 
most terrifying killers they have ever encountered. Calling themselves the 
three blind mice, the men are hired killers unaware of the identity and 
motives of their employer, who, presumably, is the fourth mouse of the title. 
Discovering the identity of this lethal genius will prove to be Crosss most | 
terrifying challenge, but this is not necessarily the best of Patterson. B — 


DAN PALER) 
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THE GLOBALISATION IMPERATIVE 


Going global today is less about making a smart choice; instead, it’s more of an necessity 





N the first flush of liberalisation in the early to mid-90s, 

creating multinationals of its own was a fantasy Indian 

business indulged in. A few outfits, notably ITC and 

Arvind Mills, tried to put a concrete form to that desire. 

One dreamt of becoming an Indian sogo sosha (Japan- 
ese for a giant trading house), while the other expanded ca- 
pacity furiously at home and bought staging points abroad 
to become a global player in denim. Neither experiment 
worked well, though they did capture the imagination of 
Corporate India. Thereafter, somewhere in the melee of 
running and growing businesses, especially in bad times, 
nobody spoke of the Indian MNC. Yet today, India can, for 
the first time, boast of having quite a few companies that are 
inexorably on the path of ‘multinationalisation’ 

Let's start with the Tatas. When Ratan Tata took over the 
group in 1991, the only company with any global pres- 
ence of import was Indian Hotels. Eleven years 
later, as he relinquishes the post of executive 
chairman, Tata Consultancy Services Ope- 
rates in 55 countries, with the majority 
of its revenues coming from overseas; 
Tetley is a label owned by Tata Tea; 
and, of course, a 100,000 Indicas will 
be sold to Rover over the next few 
years. Keeping the Tatas company 
are Asian Paints, Moser Baer, Ran- 
baxy Laboratories, Dr. Reddy's Labo- 
ratories and ICICI Bank. That's not 
counting the tech and remote services 
powerhouses. In fact, in keeping with its 
global status, Ranbaxy even held its last 
board meeting in New Jersey. 

Each of these companies has different reasons for 
looking beyond India. ICICI Bank, for example, wants to 
build relationships with the high-net worth non-resident 
Indians and leverage those back home. The pharma players 
are limbering up for a share of the huge booty overseas as 
billions of dollars worth of drugs go off-patent over the next 
half-a-decade or so. Players like Moser Baer are competing 
on the basis of their low production costs. 

While these reasons remain perfectly valid, there is, per- 
haps, a greater benefit of going global, something that may 
not even have figured on the return on investment calcula- 
tions of corporate planners. Essentially, understanding a 
customer outside your home base brings you closer to your 
domestic customer. Which, in turn, helps you defend your 
turf better. If properly used, this can be a key strategic tool. 
From that perspective, going global today is less about mak- 
ing a smart choice; instead, it's more of an imperative. And 











ANTHONY LAWRENCE 


any outfit that chooses to ignore that does so at its own pi 

Globalisation is as powerful a force as democracy is.' 
parallels are obvious. Like democracy spelt equality and 
creased levels of accountability in society, globalisation: 
create uniformity in customer expectations the world o 
This will force suppliers to be far more accountable to cı 
sumers. Call it the creation of the Universal Customer, c 
who expects the same quality of products and services 
gardless of where he is located in the world. 

This does not mean one customer, one world, one bra 
or one positioning platform. What it means is that thank: 
McDonalds, the expectation of a customer from Nirula’ 
considerably higher today. Similarly, thanks to LG and Sa 
sung, the expectations from BPL are different today. The: 
pectation of a Nirula's customer in Delhi is far closer to t 

expectation of a fast food customer in New York. A cc 
vergence of expectations is happening global 
And as barriers fall further, technology a 
vances rapidly, customers talk more 
each other on the back of a robust te 
com network, the ranks of the Univ 
sal Customers will only swell. 
Indian companies are at a pec 
liar stage. India opened its doors a 
time when globalisation was wi 
and truly under way. As a result, tl 
Indian consumer is developing tl 
outlook of the Universal Customer f 
quicker than Indian companies are ab 
to match those expectations. 
While there are many ways of playir 
catch up, perhaps the best way to do so is by 0] 
erating in the markets abroad where your MNC riva 
have honed their skills. This can't be done overnight. But, i 
the longer term, an ICICI Bank will be able to fight 
Citibank better if it gets bloodied abroad, while an Indic 
will know how to take on a Ford only after such experienc 
overseas. This also means that if an Indian foray overse< 
comes unstuck, we shouldn't consider it a complete write 
off— that experience will come in handy back home. 

It's too early to say how well the Universal Custome 
strategy will work. But it has as much ofa chance of workin 
as any other. Both East India Hotels and Indian Hotels ar 
companies that have interacted with consumers oversea: 
developed a sense of what the Universal Customer looks fo 
and then gone on to deliver that. So, it's no surprise tha 
these two groups are holding their own against the foreigi 
players. Again, though Titan may have had its nose blood 
ied abroad, its share in India remains secure. " 
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reues sharply in the courtroom. 
Composes new-age Jazz. 


Drives a Wagonh. 











re are some people who tower over the others. They follow their hearts, create their own rules, 


lead much fuller lives. The WagonR is for such people. The result of inspired engineering, 


efied convention and changed the way people looked at a car. It is simply unmatched in 


ormance and comfort. Test-drive one and you'll never settle for anything ordinary again. 


The WagonR is available in 6 exciting colours and in 4 


Servioe availahla in DIL: A. 


n 


variants: LX, LXi, VXi and AX. Call Anytime Maruti at 1600 11 1515. 


16-valve, 64 bhp 
‘Low Friction’ engine for 
unmatched performance, 









Reclining seats that 
give you the comfort of a 
first-class airline seat, 





Tall body, high seats and 
wide opening doors make it 
easy to get in and out. 


Gives you better control. 


Inspired 
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NOW that MNCs are 


in India, we should 
also realise our 
potential and 
capitalise on it. 


D.K. SINGH, New Delhi 


CATCH THE CULPRIT 


The real culprit in this sordid drama 
("Toothless Or Gutless', BW, 3 February) 
is former communications minister 
Pramod Mahajan. He seems to have de- 
veloped a penchant for playing to the | 
gallery and gives the impression that he | 
is placating all the lobbies! As long as | 
ministers keep intruding into the do- | 
main of regulatory bodies, there can be | 
no permanent solution to this mess and 
the consumer will continue to suffer, | 
V. RAMSHESH 

Via email 


PARADOXICAL STORIES | 


I would like to draw your attention to the 
cover story on Hindustan Lever (‘Tt Is | 
Starting To Hurt’, BW, 10 February) by | 
senior associate editor Indrajit Gupta, | 
and another article on the company | 
(The Power of the Brand, BW, 27 | 
January) by deputy editor DN. | 
Mukerjea, which was part of the survey | 
on Indias Most Respected Companies. 

In the earlier article, BW mentions 
that in answering "what makes HLL tick 
year after year, decade after decade?", | 
chairman M.S. Banga cites exactly the 
same reason as former chairman A.S. | 
Ganguly had in 1983: The company's | 
ability to attract and retain the best tal- | 
ent. In the story, BW goes on to com- | 
ment; “Déjà vu? Well that's what conti- | 
nuity is all about." Thus, it acknowledges | 
that the company attracts and retains | 
the talent it desires. j 

Yet just a fortnight later, in the cover | 
story, BW says that HLL is not being able | 
to retain its talent, and also makes per- | 
sonal and speculative comments, with- 
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nh Ee m 
out substantiation, on individuals. || 


Incidentally, in the same issue, BW | 


setting up R&D hubs 
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had an announcement congratulating 
the winners of the Businessworld Most 
Respected Company Awards. It men- 
tions HLL twice and says: “We give re- 
spect where it’s due.” Going by the estab- 
lished adage ‘facts are sacrosanct, 
opinion is free’, the facts reflected in the 
announcement are at sharp variance 
with the opinion expressed in the cover 
story on HLL. 

Gupta and Mukerjea had met Banga 
on 23 December 2002 and discussed 
HLUs excellent track record, particularly 
in talent management. We wonder why 
Gupta did not deem it fit to include the 
content of this discussion in the cover 
story. Was it because had he done so, 
there would have been no ‘story’ at all? If 
that be so, it is a departure from the high 
standards of journalism that Business- 
world has practised over years. 

SHUBHO BHATTACHARYA 
General manager (corporate communications) 
Hindustan Lever 


The Most Respected Compan y Survey 
was based onan opinion poll among cor- 
porate decision-makers held last year. ‘It 
Is Starting To Hurt’ was a developing 
news story based on reporting. In his in- 
terview with BW, M.S. Banga denied that 
the crisis of growth had created problems 


| for Lever's talent management model. He 


said that the company had started some 
HR initiatives to attract and retain talent. 
These initiatives, primarily, a personal 
development plan for every employee 
and open job postings on the intranet, 
were mentioned in the story, albeit with- 
out any direct quotes. — Businessworld 





| Letters can also be sent to 
editor@bworldmail.com 





j 
| 
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P Ina fiercely competitive, technology driven 





















means having a head start. 
in the Info-tech Age offers information 
through a 3-week integrated General 


Management Programme. 
The Programme empowers you with strategic, 





financial, marketing and people skills needed to 
build competitive advantage. 
What makes the Programme unique is its 


experts with vast experience in management and 
Me executive education around the world, 
The Programme creates a nurturing environment 
that will spur you to extend and stretch 
your abilities in ways and directions not possible 
in your daily work, Come, prepare and lead. 





Strategic Leadership in the Info-tech Ag 


- Program me Dates : 1 = 13* to 24" April 2003 (Phase D & 
— 2 15? to 24? June 2003 (Phase 11) 
OU UA i — Indian School of Business, 


Hyderabad, INDIA ] 
Last Date for application: 15* March 2003 


ISB 


To apply or learn more about the above programme, visit our website or contact ; 
Client Services * General Management Programmes * Centre for Execative Education 
Indian School of Business * Gachibowli * Hyderabad 500 019 * India 












Partner Schools 








world, possessing general management skills. < 
The programme on Strategic Leadership - 


technology managers these competencies ~ 


internationally renowned faculty and industry — 


Phone: +91- 40- 2300 7024, 2318 7507 * Fax: «91 - 40 - 2300 7048 * Email: eep_gmp@isb.edu - 
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PRE-BUDGET 2003 SPECIAL 


o Tax Them As Well 


According to Income Tax Department records, a 
ridiculously small number — around 74 lakh 
salaried persons — pay their due taxes. As for the 
others, the rich and the famous, loopholes in the 
law and corrupt officials have allowed them to 
successfully evade taxes for years. It's time the 
government did something to extract its due. 


38 BW ROUNDTABLE Will finance minister 
Jaswant Singh implement the Kelkar 
committee recommendations on tax reforms? 
Or rather, can he implement them given that 
the government is gearing up to face the 


2 . bd . 
electorate: Jagdish Shettigar of the BJP Jairam Many rich people, like the owner of this sprawling 


Ramesh from the Congress and economist farmhouse, do not pay any taxes 
Surjit Bhalla debate the 
issue in a pre-Budget BW 
Roundtable. 
36 THE ESSENTIAL BUDGET 
WORKBOOK 
4 LETTERS TO THE EDITOR 
47 BIZQUIZ BUSINESS 
49 CASE STUDY < 44 PROFILE: RAJEEV CHAN- 
66 EDITORIAL DRASEKHAR He may have trou- 
ble managing his own investors, 





but when it comes to heading the 
Cellular Operators Association of 

| India, the 38-year-old chairman 
GME Am of BPL Communications is doing 
nd m 


: uw NEC a great job. BWlooks at the man 
8 IT-ENABLED SERVICES Founders ofhigh-profile | p Chandrasekhar 


BPO start-ups make way for new CEOs. 


IN THE NEWS 


8 DEBTMARKET BANKER RANKINGS The No. 1 this 
year was not even in the Top 20 last year. 


most describe as a fighter. 








18 OFFBEAT The great Indian river drain. | TECHNOLOGY 
ECONOMY | 61 THAT'S IT: MALA BHARGAVA A 
| combination of Windows and 
22 COMMENT: RANJEEV | Linux-based systems can result in 
C. DUBEY Empowering | significant savings on both hard- 
professional and skilled ware and software, especially for 
independent regulators | businesses that need to buy alot of 
and staying out of their | computers. As a low-cost and robust 
hair can help thelaw min- | alternative, the popularity of Linux 
istry create a new India. | is increasing by the day. 
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LEAD STORIES 


© SMEs: What Does 
The Future Hold? 


During the technology boom, 
the going was good and there 
was something for everybody. 
But today, in a tight market, 

. the big boys are taking all, or at any rate most of 
the business. And small players are being left with 
just the crumbs. 


© Bean-counters Redux 


In the recent past, the accounting 
industry has been going through 

one of the biggest upheavals in its 
history. Low returns and new 

laws are forcing a fresh look at 
the path to the future. So a 
number of firms are trying 
out new ways of doing 
business. 
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Ashok Wadhwa 


==: 62 POWERPOINT With PC tools that con- 
jure up slides at the click of a mouse, 
presentations are not just CEO do- 
main anymore. But how exactly 
can you get your point across and 
make an impact on the audience? 
We offer some tips. 


BOOKS 


64 THE MASTER HACKER'S MIND Nothing could 
ever reform Kevin Mitnick, the world's best- 
known hacker. Read more about the man who 
even managed to give the FBI a slip. 


Cover Design: JYOTI THAPA MANI 
Imaging: NIRMAL SHARMA & SATYAJIT DATTA 


For appointment advertisements go to 
www.jobsahead.com/Jobworld.html 

For advertising opportunities go to 
www.agencyfaqs.com/brandfit/businessworld.html 
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TO OUR READERS 


What Will Jaswant Do? 


ASWANT Singh was a very | 

successful external affairs 

minister. But will he be an Ñ 
equally successful finance min- | 
ister? At least part of that ques- 
tion will be answered on 28 Feb- 
ruary, when he presents his 
maiden Budget. 





Taxpaye : wv 
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| | 











Certainly, no one is expecting 
anything spectacular. A finance 
minister today has only limited options while preparing his 
Budget. Ten years ago, when India had just embarked on 
the path to liberalisation, a finance minister could — and 
generally did — announce major financial policy initiatives 
in his Budget speech. Both Manmohan Singh and P Chi- 
dambaram had the luxury of announcing changes in for- 
eign direct investment policies in their Budget speeches. 
But Jaswant Singh doesn't have that luxury because a lot of 
the remaining reform agenda has to be driven by ministries 
other than finance. 


So what can one expect from Jaswant Singh's first Budget? 
The big issue this year is prosaic — tax reforms. All eyes are 
on the finance minister to see whether he accepts the Kelkar 
committees reports on direct and indirect taxation. Will he 
have the courage to accept the reports fully? Or will he bow 
to populist pressures and accept only the easier recommen- 
dations ofthe Kelkar panel? 


Tax reforms may be a boring subject, but they affect us all. 
That's because a handful of us are paying taxes and subsi- 
dising a vast number of people who are rich and successful, 
but who are evading taxes by exploiting loopholes in the tax 
regime. There are people who drive Mercedes Benzes but 
manage to stay out of the tax net by showing all their in- 
come as coming from agriculture. Read about it in our cover 
story this issue. 


Meanwhile, on page 38, read our fascinating pre-Budget 
roundtable on what Jaswant Singh should do — and should 
not do. And on page 36 is the BW Budget Workbook. You 
will find it an invaluable tool for judging Jaswant Singh's 


Budget on 28 February. 
Ese. 


(AVEEK SARKAR) 
CHIEF EDITOR 
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Private Placements Of Debt 


Issuer 


Financial institutions/banks 
State financial institutions 


PSUs 


Private sector 


Total 
*Rs 32,751 crore in the same period last year 


The Arranging Game 
Rank ip The winners 


D ) Mar 02) 


SE Citibank ES UE SERES SBI Caps EATEN 
Pn Stanchart a E 
EEN ^o NUM | > o EUM 


*Not in Top 20 





Data pertains to AAA issuers only 


No. of issues 





State-level undertakings SR BERE SERIES 





141 


Rank (Apr 01- Rank (Apr 01- 
Mar 02) 





DEBT MARKET RANKINGS 


The old 


NVESTMENT bankers like to 
keep score — their livelihoods de- 
pend on it. And they have much 
to talk about these days as the lat- 
est rankings for the single largest 
primary market in India have witnessed 
a few major upsets. 

Three commercial banks have come 
from almost nowhere to topple tradi- 
tional powerhouses — SBI Capital Mar- 
kets, ICICI Securities, Kotak Mahindra 
and DSP Merrill Lynch — in the Rs 
28,146-crore primary debt market (far 
larger than the primary equity market). 
According to the Prime Database rank- 
ings for April-December 2002, UTI 
Bank, Citibank and Standard Chartered 
Bank have taken the top three positions 
this year for AAA-rated issues (top-rated 
issues which most banks and mutual 
funds prefer to invest in as they are the 
safest). The adjoining tables (‘Total Debt 


Amount % of total 






76 8,985 32 


28,146* 100 


Source: Prime Database 
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The losers Dec 02) 
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Source: Prime Database 











SECOND THOUGHTS 


Guess who didn't 
make it to breakfast? 
Kerala IT secretary 

f Aruna Sundararajan, 
a that's who. It was at 
31 the Nasscom '03 event 
in Mumbai. Sundararajan, who was host- 
ing a breakfast for 20 IT industry CEOs, re- 
portedly failed to turn up herself. And the 
CEOs, expectedly, were peeved. This cer- 
tainly seems to be a step backwards for a 
state that spent hard cash only last month 
to host an international investor summit. 








Two business jour- 
nalists were caught © 
red-handed in ag. } 
Mumbai, allegedly -— 
trying to extort money from a stockbro- 
ker. It seems that the duo — one from the 
Economic Times and the other a former 
employee of Internet portal 5ify and Busi- 
ness Standard — threatened the broker 
that they would 'expose' him unless he 
paid them Rs 25 lakh. And we thought 
that reporters were supposed to cover 
news, not make it. 






BREAKING 


NEWS 





Act Il, 
Scene | 


T’S regarded as an inevitable part of 
| the life-cycle of most start-ups: the 
founder gives way to anew CEO. 

That process seems to have happened 
at two prominent BPO companies in In- 
dia — Tracmail and Epicenter. 

Adi Cooper, founder of the Mumbai-based Tracmail, which had given a 
49% stake to Stream, the international call centre company, is set to transfer 
management control to the US-based giant. Head hunting firm Stanton and 
Chase is looking for a managing director and a chief operating officer. 

Vijay K. Rao, founder of Epicenter, is also making way for a new CEO, K.R. 
Viswanathan, from Sears Credit in America. "The business required a US- 
based CEO. It was inevitable, but it is six months ahead of schedule. Vijay will 
continue to be on the board as vice-chairman and advise on India opera- 
tions," says Praveen Gandhi of Infinity Ventures, an early investor in Epicenter. 
Epicenter specialises in collections and has funding by the Kalyani Forge 
group, Infinity Ventures and Gary Wendt Capital. 


Vijay K. Rao: Letting go 


SANJIT KUNDU 





VIDYA VISWANATHAN 
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order changeth 


Private Placements’ and “The Arranging 
Game’) reveal how things have turned topsy- 
turvy. Numero uno merchant banker this 
year, UTI Bank, was not even in the Top 20 last 
year! And last year’s runner-up, SBI Caps, has 
slipped to a lowly 11th! 

What has caused all these upheavals? A 
simple, albeit risky gambit taken by this year’s 
winners. Where the larger merchant bankers 
traditionally only offer to market the paper of 
debt-issuing companies to potential inves- 
tors, this year’s winners have gone further — 
they buy an entire issue themselves and then 
try to unload the bonds at a premium in the 
wider market. 

For debt-issuing companies, this is a bo- 
nanza because they no longer have to worry 
about bearish markets or lacklustre response 
to an issue. For the aggressive merchant 
bankers, it is easy money because, by under- 
writing an issue, they are betting that interest 


rates will drift down (and, consequently, bond | 





T may not be as big a strike as Reliance's 
180-million-tonne hit off India’s eastern 
coast, but is it good enough to raise a 
toast? The Oil & Natural Gas Corpora- 
tion (ONGC) claims to have struck oil 
and gas reserves west of its Bassein field, the 
country’s largest gas field. Though theres 
nothing official about it, the two wells are es- 
timated to hold around 48 million tonnes of 
oil and oil-equivalent gas. ONGC chairman 
Subir Raha says: “I can’t comment about it, 


neither have we made any announcement.” Ẹ 


Well, he can, only if petroleum minister 
Ram Naik obliges. But how significantisthe | 


find and what does it mean for ONGC? » 
Although it could be one of the larger | L^ 


finds for ONGC in recent times, it is by no 
means a significant discovery. For in- 
stance, the biggest onshore field in the 
Cambay basin is the Gandhar oil 
field that has recoverable re- 
serves of 140 million tonnes, 
followed by Ankleshwar (115 
million tonnes). The offshore 
fields are usually even bigger. "It's 


OFFSHORE DRILLING 


Alotofg gas? 
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prices will move up). 

Over the last year, this has been a fairly 
safe bet to make. "One-to-one deals, where a 
single investor buys up the entire issue of a 
company, are far more common now,’ says a 
private placements dealer for UTI Bank. "Ear- 
lier, such deals accounted for 5% of the mar- 
ket — now they make up 15-2096." 

Meanwhile, rivals either do not have the 
large balance sheet to offer similar deals or, 
like SBI Caps, have to function with policy re- 
strictions imposed by their parent compa- 
nies. They are, thus, at a huge disadvantage. 

But can this trend persist? In the last 
month or so, the market has slumped over 
fears of a war in Iraq. "Many of the banks that 
did one-to-one deals in the recent past have 
taken a hit," says a merchant banker who is 
ranked substantially lower this year. But, for 
the moment, the new kids on the block are 
making merry. " 
AVINASH CELESTINE | 








an old discovery. It's an extension of the old 
field, east Bassein, which has had a reserve ac- | 
cretion,” says an industry expert. 

ONGC has drilled 3-4 wells, which has in- 
creased the reservoir base (the reserves can 
be enhanced by drilling more wells, or 
through a recovery programme which in- 

volves injection of water and other chemicals 
as in Bombay High). The latest strike comes | 
close on the heels of a recent discovery of | 
97 million tonnes ofoil and oil-equivalent 

gas in east Bassein, and would arrest the de- | 
cline in Bassein output that was expected 
from next year. 

ONGC, which has enhanced its ex- 
ploratory efforts in thelast coupleofyears, | 
is increasingly going for3-D surveysandis | 
busy upgrading its rigs and equipment to 
cope with the challenges of exploring in 

deep waters. It has had a few small dis- 
coveries, and experts believe is "sit- 
ting on alot of interesting data 
=, (Read: potential prospects)." 
Raha and Naik would pray | 
that these words come true.Bl | 
RANJU SARKAR | 





The (10)- 
million 
dollar 
question 


N a move that is 

expected to be 

announced shortly, fast 
moving consumer goods 
(FMCG) giant, Hindustan 
Lever (HLL), has recently 
given out a comprehensive 
IT outsourcing contract 
that is estimated to be 
worth around $10 million 
to HP Services, the service 
division of global giant — 
Hewlett-Packard. Spread 
over a period of around 
five years, this is perhaps 
the largest such contract in 
India. This is in line with a 
series of similar deals over 
the past two years. Last 
November, an 
International Data 
Corporation report had 
indicated that this business 
would be worth $1 billion 
in India by 2006. A couple 
of months ago, Wipro 
Infotech took over the 
entire IT infrastructure of 
FMCG company Colgate 
Palmolive. This deal was 
structured on annual fees. 
IBM Global Services, which 
had signed similar 
contracts with Tisco, ABB, 
Siemens and Whirlpool, is 
the largest player in this 
market in India. In fact, 
IBM even took Tisco’s IT 
staff on its payroll. Since 
the HP- HLL deal is just 
about to be inked, there 
isn't much more in the 
way of information. But 
we'll make sure that you 
stay in touch with 
developments. t 

VIDYA VISWANATHAN 






WHAT should the Indian Institutes of 
Technology (IITs) do to prepare for the fu- 
ture? Last week, the IIT alumni met in 
Bangalore in force to celebrate 50 years of 
the institutes existence. They did some se- 
rious soul-searching on the role of IITs in 
nation-building. Professor P Balaram of 
IISc-Bangalore (a Masters in Chemistry 
from IIT-Kanpur) put things in a nut- 
shell: “IITs have become an undergradu- 
ateassembly line. But the country is going 
to ask more of us.” Here are a few nuggets 
from the meet. 





Ashok Jhunjhunwala 
Professor, IIT-Chennai 
Elec. Engg., 1975, IIT-Kanpur 

Key issue: IITs & India's technology 
leadership 


hat he has to say: There are 

three key sectors in the global 
telecom market. The backbone, 
where we have to make sure that fi- 
bre is laid within 10 km of every 
building or village. The leaders are 
Huawei, UT Starcom and ZT of 
China and Tejas Networks of India. 
In switches, Western firms are the 
technology leaders. But most of the 
growth is going to be in access net- 
works. In fixed wireless, India and 
China have a lead. And the two have 
even taken leadership in taking fibre to 
remote places, an area where the West 
has not succeeded. 

But wireless is the future and China 
has declared this area as its key R&D ini- 
tiative. Of the spectrum, 50%, has been 
reserved for this technology that has not 
yet been defined! What 
can India do in this sec- 
tor? Five years later, can 
we be major IPR hold- 
ers? IT firms and IITs 
should take technology 
leadership and not do 
‘just as well’ as the West. 
Quotable Quote: “Can 
we, at least, attract our 
colleagues from across 
the world by propagat- 
ing this vision?” 








Manohar Parrikar, 
CM, Goa 

Met. Engg., 1978, IIT-Bombay 
inr ue : 


We he has to say: China is pro- 
gressing as it has a leadership that 
can see beyond the next 10 years. Unless 
politics is considered a serious avenue 
by qualified people, that cannot happen 
in India. So in the IIT system... why not 
also list politics in the curriculum? (Edi- 
tor: The last part was in jest, seriously.) 

I have tried to implement a consis- 
tent cyber age policy in Goa. Since cap- 





IIT50 Celebrations 


When 
the best 
begin to 

doubt 


tive manpower was an important crite- 
ria... my government decided to give all 
Class XI students a computer and an In- 
ternet connection free. In five years, 3076 
of all Goan households will have Inter- 
net connectivity. Goa has also tied up 
with IIT-Bombay to get the local engi- 
neering college up to the IIT standard. 

Quotable quote: "I was 
elected mess secretary 
in IIT-Bombay three 
times. That is what pre- 
pared me for politics" 


- Kas —À 2c o Y A 


hat he has to say: Entrepreneur- 
ship around mother institutes isa 
sustainable model of development. Fifty 
years back, a group of social entrepre- 
neurs created the IIT system that gave 
some of us unlimited upward mobility. 
We have an obligation to pay back. We 
have to think how we want to respond in 
the next 20 years. The IITs were set up 
with a social vision, for the propagation 
of scientific spirit, meritocracy, plurality 
and enterprise. Are we demonstrating a 
commitment to the social good? 
Quotable quote: “At a rough estimate, 
Rs 5,000 crore has been invested in 
around 125,000 IIT students. Less 
than 2096 of that 
has been 
recovered." 


Illustrations: ANIRBAN BORA 


uestions he raised: Is the IIT 
system sustainable in the ab- 
sence of a world-class research sys- 
tem? Why can't we expand the IIT 
system? When a seventh IIT is intro- 
duced here, there is a nationwide 
furore that the system is getting di- 
luted. On the other hand the Chi- 
nese studied our system and also 
hired McKinsey to research how 
they can replicate a 100 IITs in their 
country. Why can't we do that? 
Can IIT-Kharagpur bring indus- 
trial vitality back to Bengal? What is 
the role of IITs in affirmative action? The 
institutes are still largely mono-cultural 
in nature. We have to increase diversity, 
be it social, gender, linguistic, religious 
or ethnic. 
Quotable Quote: "What has been the 
role of IIT-Kanpur in the rejuvenation of 
the industrial base of the city? Kanpur 
was, after all, one of the first industrial 
cities of India" 

At the end of the meet, some action 
was taken. It was decided that a task force 
would be set up under the leadership of 
Infosys CEO Nandan Nilekani with 
Jairam Ramesh as the secretary. The first 
priority of this taskforce, of course, is to 
synchronise the charter for the domestic 
and global IIT alumni groups! Let's hope 
this is one initiative that doesnt get 
bogged down. 

VIDYA VISWANATHAN 
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Design | 
The sleek, aerodynamic profile of the Corolla is a treat forthe senses. 
With flowing lines, strong styling and exquisite 
contours the Corolla is a tribute to styling perfection. 
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a “Sify has the largest n t share in the 
| VPN space and conie the highest 
respect of its services from its clients." 


International: Data C orporation (2002) . 


e o- With a compliment like this, who needs a catchy headline? 

























a robust information. network. Enabling them . to 
: exchange vital information. on a real-time basis. As a 
result, your network becomes the ‘lifeline of your 
 çomipany. 
















| understands the criticality of your networking needs and 


























-plbnber in IP based: data network services in 

g India w th several millions of man hours of experience in 
_ designing and managing large, complex networks. for 
cust mers across a multitude of industries. This deep 
| expertise, process | orientation" and project 






innovate ‘and deliver the best networking solutions to 





CavinKare, ‘Dabur, Emerson, Gillette, Hutch, JetAir, JK 
stries, Ranbaxy, UPL, Usha, Whirlpool and many 








AL Sify ‘wil help design your - network policies and ensure 
that: your voice, video or mission: critical data. gets the 
right priority as it travels through its network. The 
bottomline is this: unlike other providers, data isn’t just 
one of the many things that Sify nos Rather, data is 
Sify's single-minded focus. . 










Men tine 20 6130488 Fax: +91 20 6119705 Secun ri 


Fe nat, every emplóyee, every branch office, every 5 
^usiness partner of your. company must be connected. on * 


Therefore ddecins a network service provider isi more . 
x than just outsourcing another operation. It's. about. 
-building a partnership with a trusted expert. ‘One who 


gement skills, gives Sify the edge to. constantly - 


blue-chip companies like Carborundum Universal, 


Ahmedabad Tel: 491 79 6407602 Fax: 4913 79 6407661 Bangelore Tel: 491 80 2283967 Fax: «91.80 2284157 

Chandigarh Tei: +91 172 645553 Fax: +91 172 645551 Chennai Tel. +91 44 22540770 Fax: «9144 225 

know Tel: +91 522 2206882 Fax: +91 522 2206883 Mumbai Tel: «91:22 26177661 Fax: «91 22 26177662 
derabad Tel: +91 40 27841468 Fax: «91 4027841293 smai 
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Sify's network: I 


Sify's managed networ k is a Tier 1 IP network, A design 


; so advanced, only a handful of firms across the world 
can build one. By using. multiple telecom networks and 
: interconnectivity . with national - and global service 
i providers, Sify's. managed network gives you the 
assurance of unmatched uptimes and solid reliability | 


even if one Carrier's network goes down. That apart. 


‘the network runs on Cisco GSRs, the fastest routers in. 


their class. | 


Securec onnet fM Rb PNS] T her 


IP-based Virtual Private Networks, or [IP VP! i, isa tied 


and trusted technology the world over. Brought to In 
by Sify, a pioneer in IP services, SecureConnect™ IP VPNs 








' create highly. secure, private highways. for your. sensitive 


data over à carefully managed network that’s built arid 
maintained by Sify. 


So while it ds as secure as à private network,’ you can 
now connect. any number of offices, employees . or 
business partners and have them exchange critica: 
information in real time, Authorised personnel ca 





securely access the corporate network while. traveling i in. 


India or abroad. 


Managing data i isa tough job. It comes out of ‘years of 
learning. And, constantly improving. Get yourself the 
network solution that’ s backed by invaluable: expertise. | 


Get SecureChanger™ ~ IP VPN solutions from Sify. 





ding your network. With expertise. 











Tel 491 AY 26288520 A E 
sbrnarketing@sit ycórp.com. 
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Headed down 


| S this the end of the boom? The 





APTECH SELL-OFF 


7. 9 The official 
9] story 


SO why did Atul Nishar sell out of Aptech? Finally, 
he speaks out to BW's Prosenjit Datta. | 


market for Indian government 

securities has fallen sharply amid 
concerns of a US-Iraq war and its effects 
on oil prices. Over the last two weeks, 
yields on government bonds rose by over 
50 basis points or half a percentage point 
— the sharpest fall in the market (prices 
move opposite to yields) since last May. 


Banks had benefitted from the boom as it T Why did " depend ssec AL cal 

; ; exaware (Nishar’s software solutions firm) is going through a major growth 
propped » "m sine p 5a Lo curve. It needs a lot of my attention. It seemed better to sell out from Aptech 
environment where falling interest rates so that Fcould focus on Hexaware. 
on loans to corporate borrowers have 


squeezed margins and where corporates W But weren't you already playing the role of a passive investor in Aptech? 
have been unwilling to borrow in the Why was it necessary to get out of Aptech to concentrate on Hexaware? 
weak economic conditions. That's not exactly true. Aptech has a professional CEO, but I still needed to 
dd banks and deweraaual hands are spend a lot of time with it and I was not doing justice to Hexaware. With 
Aptech expanding in China, and with its operations in so many states, I was 


HEMANT MISHRA 


hoping against hope that the market will getting pulled into one thing or the other... That's why Hexaware was not 
recover. They say that fundamentals still getting the attention it needed. Given the enormous promise that Hexaware 
haven't changed: though Indian firms are was showing as a business, it made sense to get out of Aptech. 


Brewing mam. ies not enbugiienun- W But we hear that initially you were only looking for a strategic investor in 


teract the huge amounts of liquidity in the Aptech instead of selling it outright 

Indian money markets caused by rapidly Actually I was looking for a pure financial investor — a private equity firm — 

rising foreign exchange reserves. LI that would bring money into Aptech. I had given the mandate to Merrill 
AVINASH CELESTINE Lynch. Initially, I said no when SSI approached me. But later, after discussing . 


it with my family, we decided to go ahead and sell our stake. Of course, I et 


Will The Tren d Reverse? Merrill handle the details of the deal. 
8.0 $ 


e "x 
a 
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WE Why did you sell now? Isn't this the worst time to sell — valuations are at 
their lowest? Wouldn't waiting for six months have given you more money for 
your stake? | 

Not six months. It is true that selling now means we are getting very little 
money, but I dont think we would have got a better deal in six months. Two 
or three years later, yes. Valuations would have been much higher if we could 
wait for two or three years. But then, staying on in Aptech for two more years 
would have meant that I couldn't focus on Hexaware for that time. And 
Hexaware is now growing very fast — not focussing on it for two more years - 
would have been bad for that business. Yes, I am settling for less on Aptech 
today, but I think that will be more than made up by the returns that 
Hexaware will give me. DL 


5.5 
4 May 2002 










17 Feb 2003 


Figures indicate yield to maturity of 7.40% 2012 
Government of India Bonds Source: CRISIL DebtBase 
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Will duty cuts drive down prices? 


ZI 2001, Yashwant Sinha cut excise duty on cars by 8 percentage points to 32%. Initially, 
: cin passed on the benefit to buyers, but hiked prices later. Sinha did not like that. 
“So 2002 saw no further cuts. This year, there is speculation of a 4 percentage point reduc- 
tion. If that happens, will car prices go down? Unlikely. With the industry on wafer-thin 

margins, any extra cash will likely be retained by the trade to bring it some succour. LE 
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-RISES NATIONWIDE! 
The list of the 100 largest brands of) India is officially out. 
Ld s \ 
(Brand ` Equity The Economic Times, 18 Dec, 2002). 
If you aren't in that elite group of Super-Max usets as yet, give it a try. \ 


The smoothness of the experience will definitely have you hooked. 
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SHAVING ACCESSORIES AND TOILETRIES 


MALE ADDICTION 
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sit us at www.supermaxworld.com 





Cult Ragas 


What is common to Volkswagen's Beetle, Oprah Winfrey and 
Linux? According to Matthew Ragas, the 25-year-old author 
of The Power of Cult Branding, they areall cult brands. 
Cult brands inspire fanatical loyalty in a world full of 
disloyal consumers. But can all brands become 
‘cults’? BW asked Ragas. 


W How did the book come about? 
I started thinking about it while promoting my 
previous book, Lessons from the E-front. Its 
launch happened to coincide with the bursting of 
the dotcom bubble. 

I had to take a lot of hard ques- 
tions from journalists. Why were 
some companies that I had written 
about shutting down if they were 
so good in the first place? That 
got me thinking. What is it that 
makes some companies last 
while others just don't seem 
to survive? The answer was: 











It's like Maslow's hierarchy of needs. The really successful 
brands do more than just meet functional requirements. 
They form an emotional connection with the consumers. 
And they do such a good job of making that connection 
that even the consumers begin to evangelise the product. 


lli But can all brands become cult brands? 

It's much easier to create these emotional bonds in some 

categories of products, such as motorcycles, than in a cat- 

egory like soaps. But you should try it out nonetheless, 

even if your brand is in the latter segment. In these cate- 
gories, most brands focus on features. But by fo- 

cussing on higher-order needs, managers can en- 

sure that a brand stands out immediately. 


W How do you ensure that your brand doesn't 
become an easily-replaceable fad? 

Take Razor scooters, which were big only a few 
years ago. I asked some kids why they had 
bought these scooters, and the answer, always, 
was ‘fun’, or ‘because Tommy has one too. 
Today, you don' see these scooters any- 
where. Which is why it is essential that 
brands that hope to endure must meet 
the higher-order needs. Or else, they, 
too, will end up being displaced 
once the next fashionable trend 
comes along. | 


DILEEP PRAKASH 
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Now shopping at department stores im 
can be real fun, and easy on the 
pocket too. Presenting an innovative 
EMI Scheme on the ICICI Bank 

A Credit Card, that's yours, hassle-free. 





3 Shop for as much as you like, and pay for 
it as you do normally, through your credit 
card. Then, call us within 7 days with a ! 











request for your purchase to be 1 
converted to EMIs. a = | 
' That's it. No paperwork. No documents. ` 
No cheques. Just one phone call. Le ; | 4 AN 
mls mmf | Je 


Call now: Bangalore 532 5454 * Chennai 2435 4350 * Delhi 2430 8000 * Kolkata 2253 9999 * Mumbai 2830 77 


Cil’s green 
building 


HE Confederation of Indian 
Industry (CID) is constructing 

an environment-friendly 
building in Hyderabad, which, it be- 
lieves, will be a model for everybody 
in the country. To be ready by Sep- 
tember this year, the Rs 7-crore 
Green Business Centre (GBC) will 
come up on a 5-acre plot and have a 
built-up area of 25,000 sq ft. Says N. 
Srinivasan, deputy director-general, 
CII: "The building will be elegant but 
not ostentatious." 

During construction, there will 
bea focus on: site planning, water ef- 
ficiency, energy efficiency, conserva- 
tion of materials and indoor environ- 
ment quality. Such a building is 
expected to save about 25% on en- 
ergy bills. Says A.T. Kusre, head ofthe 
technology group in ICICI, which 
has funded Rs 5.8 crore towards the 
project: "Even if five or six large 
buildings in the country buy this 
concept, the savings can be about 
Rs 100 crore." a 
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Deal time again 


INE months after its $20-million 
N takeover of CustomerAsset, 

ITES firm ICICI OneSource could 
be on the prowl for another acquisition. 

, CEO, says the com- 

pany will reach cash break-even by 
March 2003 and has enough funds for 
organic growth. But now ICICI One- 
Source is looking to acquire a third-party 
outsourcing firm that is also strong in 
the financial services domain. "When | 
that happens, we will have to raise = 
funds,” he says. Meanwhile, ICICI One- 
Source has acquired three key customers: a leading UK-based retailer (whom the com- 
pany refuses to name at this point), US-based credit card company Compucredit and UK 
based insurer Prudential. ICICI is helping Prudential set up a 650-seat operation in 
Mumbai on a build-operate- transfer (BOT) basis. Prudential will also outsource work 
(about 100 seats) to ICICI. All three clients could ramp up to anywhere between 200 and 
300 seats over time. Post- merger, ICICI OneSource seems to have moved quickly. It has 
set up two facilities and hired 1,400 people in the last eight months, including about 40 
middle-level managers in a single quarter! That's fast. 


EF ICICI @ s. 
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and convert to installments later. 


EMI on Call scheme 


Happiness in your hands. 


Presenting the international cards range. 





Solid Gold Card - 
With high credit limits 


Sterling Silver 
A fully loaded globa! cara 











'EMI on Call' is so easy on the pocket. — 
EMI of just Rs. 917 for a loan of 
Rs. 10,000 for 12 months! So from 
now on, do it the ICICI Bank Credit 
Cards way. Shop. Call. And, relax. 










Buy now, pay later has never 
been easier. ICICI Bank - HPCL Card 


Save on fuel purchases 


ICIC! Bank - BPL Mobile Card 
Get free talktime 
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"Bloom time 


| 2166 9 sales always go up during 
Valentine's Day week as cupid- 
stricken consumerism goes on a high. 
This year, too, exports are up, as are 
price realisations (from Rs 3-4 per stem 
last year to Rs 8-9). New markets have 
‘opened up (Japan and the Middle East ) 
and so have new distribution chains 
(supermarkets). But the usual problems 
with transporting flowers remain. Else, 
shipments could have been 5096 higher. 
Anything different this year? The fear of 
war is driving everyone to love. Peace. Bi 


Figu 'e in Rs lakh 
SIFA and BW estimates 
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| line, was in India recently at the invitation of the British Coun- 


tre for Biological Sciences in Bangalore. Excerpts: 


. lion’, put 15 years in brackets. Bio-medical research is complex. 


| tion for future therapy. 


DRUG DESIGN 


10 years from now 


Peter Goodfellow, vice-president (drug design), GlaxoSmithK- 


cil. Vidya Viswanathan sat through the pony-tailed researcher's 
talk on ‘Genomics, Genetics & Drug Design’ at the National Cen- 


- ls you want to write ‘New cancer drug offers hope to mil- 


...We will look back upon surgery as we now look at the 
process of using leeches to bleed people. Drugs are the only op- 





...With today's drugs it is a rule of 10. Three patients bene- 
fit, three don't take it, for three (who take it) there is no benefit or no harm and one gets 
harmed. Answer is pharmacogenomics — a study of how genes affect drug metabolism. 
.. The way we take drugs now, using small chemical molecules (under the molecular 


. weight of 400) is still the cheapest option. But the discovery of the pattern of the DNA 


| environme 


has increased targets (proteins in the body which need to be broken or activated) from 
about 300 to nearly 4,000. 

Chemistry is the dirty secret in new drug discovery. There's more diversity in chem- 
istry than in biology. Therefore, chemistry has moved from the home to an industrialised 
nt. The round-bottom flask has given way to a micro-channel on a chip." m 


-Offbeat . The great Indian river drain ~~ — — — 


put together a secre- 

tariat, the country's wa- 
ter problem would be 
solved soon enough. He has 
the blueprint for a project 
that both the Supreme Court 
and the Union government 
believe will take care of the 
perennial problems of short- 
age and flooding in different 
parts of India. The plan is to 
empty the basins of rivers 
that have too much water 
into river basins that are dry 
by linking 30 rivers. 

All that the former 
power minister, who now 
heads a taskforce set up by 
the prime minister to work 
out the modalities of this 
vast enterprise, is asking for 
is a little help from the fi- 


F only Suresh Prabhu can 





| aware that 


nance ministry. Prabhu enjoys 
Cabinet rank and his indent 


for a secretariat of six advisors 


and two full-time secretaries 
cannot be deemed excessive. 
He says, it's a question of Rs 4 
crore-5 crore, a mere drop 
compared to the project cost: 
Rs 560,000 crore. But North 
Block is unsympathetic. 

It says there is already 
a Ministry of Water Re- 
sources, not to mention 
a National Water Devel- 
opment Agency 
(NWDA). Prabhu is 
perhaps not 


i; 











| the NWDA was set up for this 


purpose 20 years ago and has 
done a lot of work on the pro- 
ject. It has, in two modules, 
prepared separate plans for 
linking the Himalayan rivers 
and another for linking the 
peninsular rivers. 

So, why weren't 
these plans imple- 


proposals, the Na- 
tional Commission 
on Inte- 


ANTHONY LAWRENCE 
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| grated Water Resources De- 


velopment Plan, said it 
would have a serious envi- 
ronmental fallout. Getting 
approval from Nepal, 
Bhutan and Bangladesh was 
impractical and, above all, 
was not necessary. It said 
proper development of the 
basins and efficient use of 
the resources would solve 
all problems except the Cau- 
very case. But the PM be- 
lieves that the 30 rivers can 
be linked by 2016 as pro- 
posed by the NWDA. That 
is, if he gives Prabhu his sec- 
retariat and figures out a 
way to rustle up Rs 560,000 
crore. Till then, he could ask 
Prabhu to resolve the Cau- 
very problem. E 
LATHA JISHNU 
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The Qmax™ PC with the Intel® Pentium® 4 

processor power will dazzle you with great 
photos, music, movies and games. Enjoy all these at 
an amazing 2GHz speed and with the Windows XP 
O/S for a glitch-free performance. What's more, there 
are far more easier ways to own a Qmax™ PC now. | 
Qmax™ offers you 100% hassle-free loans.* 
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Managed Data Network Services 
High performance data network 
Se ea for your business communication — 
v Me, a national and international. 
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VSNL presents 
the best way to connect your business 


TATA 


ndicom 


Corporate Services 


Corporate Net Telephony 
The most cost effective 
way to connect with your 

business associates. 









Internet Data Centre Services 
Secure hosting and value added services for 
websites and corporate applications. 


International Private Leased Circuit 
High-speed international communication solutions. 








TATA Indicom Services 
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International 
Long Distance (ISD) 


National Long 
Distance (STD) 


Internet 
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Internet 
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Virtual 
Private Network 


International 
Private Leased Circuit 


Managed Data 
Network Services 


Internet Data 
Centre Services 


Video Conferencing 
TV Uplinking 
INMARSAT 

Net Telephony 


The best way to communicate 





Video Conferencing 


across the world without 
leaving the office. 


Innovative products for effective 
communications. That is what today's global 
businesses require. 

From high-speed bandwidth to managed 
networking solutions to offerings like 
Data Centre and Internet Access, VSNL has 
provided the best connectivity solutions for 
businesses. Integrated and tailor-made to 
meet specific requirements, these solutions 
are built to be secure, reliable and are backed 
by efficient service. 

VSNL has pioneered corporate telecom 
solutions in India and is today the preferred 
service partner of India's best corporates, big 
and small. Now these services are backed 
by the strength and commitment of the TATA 
Group and are offered as TATA Indicom. 

SO every time you want to connect your 
business, connect only with the best. 


TATA 


_Indicom 


For further information, log on to www.vsnl.com or call: Ahmedabad 079-8008282, Bangalore 080-56788282, Bhubaneshwar 
0674-2541 174, Chandigarh 0172-257119, Chennai 044-55558282, Delhi 0! |-55558282, Hyderabad 040-55478282. 
Indore 0731 573323, Kochi 0484-2421720, Kolkata 033-23554045. Lucknow 01 | -55558282, Mumbai 022-56918282. 
Patna 0612-2204718, Pune 020-4008000. 

















N my previous column (‘Towards A Civil Society, BW, 17 
February), I addressed the issue of what must be upper- 
most on Arun Jaitley’s agenda as he assumes charge as 
law minister, While acknowledging the many legislative 
challenges India faces today, I said that at the core lies 
India’s failure to strive towards the creation ofa civil society. 
Getting rid of predatory laws is one way to address this is- 
sue. But there is another issue that needs immediate atten- 
tion: what do we want our laws and regulations to do for us? 

The truth is that the attitude with which we view our 
laws and regulations determines the kind of laws and regu- 
lations we create. Let me illustrate this with a simple exam- 
ple: is the main purpose of the traffic police to stop people 
from jumping red lights or to channel traffic seamlessly 
through the streets of our congested cities? Is the final ob- 
jective to ‘control’ or to ‘enable’ the movement of traffic? 

If control is the only objective, the best way to achieve it 
is to make the lights red permanently! If movement 
is our objective, we don't need red lights at all, 
but then again we will end up gridlocked. 
The simple truth is that the final purpose 
of law can never be control: control is 
merely the means by which we enable. 
Unfortunately, India is yet to under- 
stand this simple fact and this ex- 
plains why our laws control a great 
deal and enable too little. This is also 
why regulators, who are the agency 
though which civil societies empower 
their citizens, are frequently fettered 
and occasionally dysfunctional. There 
are many reasons for this. 

First, our regulators resist regulating be- 

cause they follow the unwritten law of servitude. 
When the freshly-constituted Telecom Regulatory Author- 
ity of India (Trai) naively took the government at its word 
and started regulating independently, it was pulled up be- 
cause the government did not want a regulator; it wanted 
someone to grind its PSU shareholder axe. Trai learnt fast 
and today we all can see the mess in all its sorry glory. Obvi- 
ously, Jaitley must resolve the central conflict of interest be- 
tween government as sovereign and government as a 
profit-seeking shareholder. Otherwise, our laws will neither 
regulate, nor enable, nor lead to a civil society. 

Second, it’s the same old story of collateral political 
agendas. Regulators who act soon find that politicians want 
to control the pace. The truth is that the politician as preda- 
tor is a legitimate motif, and this can never be discounted 
when we look at the charade that is played out in the courts 
over the decisions of regulators. 

Third, there is the unholy ‘stealth’ system that promotes 


RECONFIGURE REGULATORS 


EMPOWERING 
REGULATORS AND 
STAYING OUT OF THEIR 
HAIR WOULD HELP THE 
LAW MINISTRY CREATE 
A NEW INDIA 
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networking and largesse; a system that business is com- 
pelled to succumb to. This is why we have shifting goalposts 
and ‘retrospectivity’ — the Securities and Exchange Board 
of India is commonly alleged to have surpassed all known 
standards at this. We need regulations that are comprehen- 
sive, transparent and fairly applied. 

Fourth, there is the question of professional self-confi- 
dence. Too many regulators have been civil servants, or the 
next best thing to them, former heads of publicly-owned 
corporations. Bureaucrats experience difficulty in becom- 
ing regulators because a good administrator is not neces- 
sarily a good regulator. A good administrator is arguably, by 
definition, a bad regulator because the exercise of sovereign 
power (at least in the Indian context) is the opposite of en- 
couraging, enabling and promoting. This is really the heart 
of the matter. To this day, the Reserve Bank of India is not 
here to enable India’s growth; it’s here to keep people from 

robbing India of its ‘valuable foreign exchange’, a 

mindset that Fera’s (Foreign Exchange Regula- 

tion Act) repeal has left unchanged. It was 

the same with the Foreign Investment 

Promotion Board, which spent more 

time shutting out than letting in, to 

state nothing about the dead horse of 

our homegrown monopoly capital- 

ists it flogged. What we need are 

technocrats, economists and indus- 

try specialists as regulators — people 

who are not sullied by the debilitating 

ennui of bureaucracy, not a retiree 

seeking a sinecure. 

We need to move away from the colo- 

nial government mindset, the obsession with 

‘controlling the natives’. We need to reconfigure 

Indian polity so that it recognises the social contract. We 

need a government that serves its people rather than rules 

them. We need to replace our predatory state with a benev- 
olent one. 

It’s tough asking the law ministry to create anew India all 
by itself, but Jaitley may find that empowering professional 
and skilled independent regulators adequately and staying 
out of their hair is half the solution. Perhaps the law min- 
istry cannot completely rid us of corrupt politicians, but 
making good clean rules and then finding the people to im- 
partially implement them is a simple matter. After all, isn't 
that why the insurance regulator has been absolutely im- 

| peccable in the discharge of his duties? 


The author is a practising lawyer and managing partner of New 
| Delhi Law Offices (South). He can be contacted at 
ranjeevdubey@yahoo.co.in 
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Cost-cutting device 


In these trying times when profits play hard to get, scaling down costs may be an unpopular move. 
It hits the morale and affects quality. But if your line of business applications are built using Visual 
Studio.NET - the visionary yet practical single comprehensive development tool - you can create 
the next generation applications fast and effectively. REJ studies (Rapid Economic Justification) 


conducted on companies using Visual Studio.NET show that development costs were cut by 58%, 
time to market was cut down by 66%, development staffing requirements brought down by 17%, 


IT support costs brought down by 19% and a projected ROI (return of investment) in the first year 
of 41596. 


Move to Visual Studio.NET. It will do wonders to the morale. 
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HESE days, Anant R. Koppar is 

heavily into business reading. 

There are two books on his desk, 

among them Competing For The 

Future by Gary Hamel and C.K. 
Prahalad. Koppar is the CEO of Kshema 
Technologies, a Bangalore-based $12- 
million IT services company. The read- 
ing is in preparation for Kshema's annual 
strategy session that will begin shortly. 
“Just walk down the aisle and you will see 
that all the senior managers have their 
noses in one book or the other,” he says. 
They are busy trying to sort out a few 
problems that have been dogging the 
company. After growing at over 100% for 
the previous two years, Kshema’s topline 
fell 4% in 2001-02. This forced Koppar to 
restructure — pare costs, streamline op- 
erations, etc. The exercise helped, but 
bigger issues remain. “Business is mov- 
ing towards large outsourcing deals. Can 


V. Rama Kumar: “We 
were small and could 
change direction fast” 


During the boom 
days, there was 
something for 
everyone. But with 
the software market 
turning tight, small 
players need to... 





[ bid for a $20-million deal when my 
turnover is only $12 million?" 

Many CEOs of small and medium 
software services companies are facing a 
similar dilemma. Call it the SME (small 
and medium enterprises) growth crisis. 
IT industry association Nasscom defines 
SMEs as companies with a turnover of 
less than Rs 50 crore. For our analysis we 
have considered those with turnovers 
up to Rs 100 crore. Last year, software ex- 
ports grew 18%, down from 60% in 2000- 
2001. And big companies grabbed a big- 
ger share of the pie. Last year, the Top 20 
exporters contributed 63% to total ex- 
ports, up from 60% two years earlier. 
Slice that data further; you will find that 
the Top 5 companies like Infosys Tech- 
nologies and Tata Consultancy Services 
grew at twice the industry rate. Which 
means that most of the business went to 
the truly big players. Avinash Vashistha, 
managing director, neoIT, an outsourc- 
ing specialist, revalidates that: "If any 


GROW UP 
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company with 50 employees comes to 
us for a project, we do not even entertain 
them. Two years ago it-was possible to 
get them some work; today it is out of the 
question." The reason? "Although off- 
shoring is on the rise, customers in the 
US are playing the easy cop-out game. 
They all want to work only with the top 
three or four vendors." 

Moreover, earlier, big Indian compa- 
nies generally left the smaller contracts 
for the small companies, but not any 
more. Says Pawan Kumar, chairman and 
CEO, vMoksha Technologies, a $1.2-mil- 
lion outfit: "The big companies are com- 
peting with us for each and every order." 
Last year, vMoksha lost at least three 
deals in the UK and the US with average 
sizes of $100,000-500,000 to big Indian 
IT companies. 

Again, recently, iVega, a Bangalore- 
based IT services company, lost a sub- 
stantial order when Bank of America de- 
clared that it will not do business with 






BUSINESSWORLD 3 MARCH 2003 


Ss Sere ERAS. Cpe see 0 


== + 26 =, cR -— 


any company with a turnover of less 
than $100 million. And predictably, the 
consultants have tagged this phenome- 
non. McKinsey calls it ‘flight to scale’. 

All this is showing up in industry 
numbers. The tail-end (companies with 
turnovers of less than Rs 100 crore) of the 
Dataquest 200 (a listing of the Top 200 IT 
companies) grew merely 9% last year. 

Of course, a lot of people are worried. 
A few weeks ago, Nasscom organised a 
strategy session for SMEs in Bangalore. A 
similar session was also conducted at 
the Indian Institute of Management- 
Bangalore. Nasscom’s concern is under- 
standable. Almost 90% of its 800-odd 
members, says Poornima Shenoy, re- 
gional director, are SMEs. According to 
Koppar, SMEs like Kshema and vMoksha 
brought in a third of the Rs 24,000-crore 


Anant R. Koppar: “In every 
sector, SMEs play a role. Is 
software any different?” 


| 
| 
| 
| 











export revenue last year. 
So the question that everybody's ask- 
ing is: "Will the SME sector survive?" 


Specialise 0r Perish 


“That’s ridiculous," says Koppar. “In 
every industry the SMEs play an impor- 
tant role. So why should software ser- 
vices be any different?" he asks. 

Well, there is at least one important 
distinction. SMEs in other industries are 
highly specialised. A small automobile 
manufacturer would make, say, only ball 
bearings. In IT hardware, the SME would 
specialise in, say, monitors, and so on. In 
software services, however, such a level 
of differentiation is yet to emerge. There 
are a few companies that have very clear 
focus — Sasken (telecom), iflex (bank- 
ing), Polaris (financial services), Rel Q 
(testing services) — but they are few and 
far between. 

"Part of the fault lies with the foun- 
ders of these companies. They have not 
clearly thought through what their value 
proposition is," says Sudhir Swamy, as- 
sociate vice-president, Ernst & Young, 
and a speaker at the Nasscom seminar. 
Most SMEs came into being either dur- 
ing or after the Y2K boom, when de- 
mand for Indian IT professionals was at 
its peak. The dotcom rush followed soon 
and business was easy to come by. 

Moreover, many of the founders of 
these companies had worked with large 
companies like Wipro or TCS. "They had 


SOFTWARE 


a good rapport with a few clients and 
thought they could build on it easily,” 
says Swamy. The going was easy for the 
first two years, as the 100% plus growth 
rates indicate. The slowdown changed 
things horribly. Big companies reacted 
quickly by dropping rates and putting 
specialists on the job, thereby delivering 
more value for the same dollar that the 
client was spending. Clients started 
questioning the value proposition of 
small companies. 

The lack of specialisation is so acute 
thatalot of SMEs are unable to capitalise 
on opportunities in their own backyard. 
Several MNC development centres like 
Texas Instruments (TI), Motorola and 
Cisco Systems outsource a substantial 
amount of work to third parties in India. 
TI India started an outsourcing pro- 
gramme four years ago. The volume of 
work outsourced has since been dou- 
bling every year, says Sanjeev Mohapa- 
tra, manager (University Program DSP & 
BCG Products India), TI. From 50-70 en- 
gineers in 1999, TI's requirement has 
gone up to 400 today. And the bigger 
companies like Wipro, Tata Elxsi and 
Sasken are doing the bulk of the work. 
"Of our work, 8096 gets done by 3-4 large 
vendors," admits Mohapatra. He says 
they would ideally like to work with 





Pawan Kumar: “I'll tie 
up with whoever brings 
in a big amount of work" 
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/ s, but find that they present no spe- 
al skills. "Even now their selling pitch 
"We have 50 engineers with C++ skills.’ 
am looking at just staff augmenta- 
yn, then isn't it obvious that I will go to 
g companies which can scale up 
quickly?” asks Mohapatra. 


SMEs are now beginning to realise | 


that they cannot survive unless they - 

early differentiate themselves. So 
-Kshemra has cut down the number of 
: verticals it operates in from six to four. 
- One of the verticals it has chosen is auto- 
motives. To build up its expertise, it is 
hiring people with a background in 
manufacturing. While Kshema is going 
rspecific verticals, vMoksha is build- 
expertise in a competency: it claims | 
ave very strong skills in PeopleSoft, a 
-growing opportunity in the HR 
ace. Bangalore-based Indo Fuji, which 
ill close 2003 with revenues of $2.5 mil- 
on, is focussing only on Japanese enter- 
rises. After building a sig- 
ificant base in Japan, it is 
tting up offices in the UK 
1d the US to target Japan- 
se firms there. | 
"Across the industry, 
ompanies with a clear fo- 
us have done better. In 
anking, financial services 
nd insurance (BFSI), cur- 
:ntly the largest vertical for 
Indian IT industry, spe- 
ialist firms such as iflex (it 
rew 35% last year) and Po- 
S (after its merger with 
Orbitech, it grew by 50%) are 
today able to give biggies like 
: Wipro and Satyam a run for 
their money. Even a small 

ompany like Nucleus Software (turn- 
ver: Rs 61 crore), which provides prod- 
cts and customised software for BFSI, 
rew at a whopping 72% in 2001-02. 
It's not just these players. Even com- 
anies like Hyderabad-based Infotech 
nterprises, which provides GIS and en- 
ir eering services solutions, registered a 
% rise in turnover last year. “Smaller 
“companies with a clear focus such as Rel 
Q and ThinkSoft have grown by over 
.: 3095," says Kaushal Aggarwal, executive 
be 'ice-president, Avendus Advisors. 
-. "Some like Hexaware, which has 
-demonstrated expertise in offshore pro- 
ects in PeopleSoft, recently won a large 
_ deal from Exult, one of the largest BPO 
_ players. It won the deal along with HCL. 
* "Hexaware's knowledge in PeopleSoft is 
- evenbetter than some of the big compa- 
- nies here," says neolT’s Vashistha. 
: But putting all the eggs in one basket 
. may be risky. After all, some specialist 
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"After merger at With Orbitech 


companies, especially in Internet mid- 
dleware, have been badly affected by the 
slowdown. Aztec Technologies saw its 
revenues drop by 70% to Rs 70 crore last 
year while Future Softwares revenues 
fell by 15% to Rs 65 crore. Despite that, 
“the writing on the wall is clear. If you are 
small and have no clear focus, you are 
not going to survive," says Vashistha. 

In fact, some even argue that it is eas- 
ier to focus when you are small. Take the 
case of Tarang Software, set up by a team 
of high profile ex- Wipro managers. Two 
years ago, the company was completely 
focussed on wireless and telecom. When 
telecom went bust, it quickly changed 
direction and got into BFSI by acquiring 
Cyber Cash, a company that was devel- 
oping payment solutions for banks and 
other financial institutions. Today it has 
a turnover of $2 million. "The only rea- 


| son we survived was because we were 


small and could quickly change direc- 


Unfazed By The Slowdown 
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tion," says CEO V. Rama Kumar. 


Find A Partner 


The lack of focus is only one problem. An 
equally grim concern is lack of visibility. 
So far, the founders and CEOs could get 
business by dint of their personal equa- 
tions with CIOs, most often formed 
when they worked at large organisa- 
tions. Now, these alumni networks are 
not working. Also, outsourcing decisions 
are being taken by CEOs and CFOs. 

The big companies are tackling that 
issue by hiring senior sales people in the 
US and by i increasing marketing spends. 


In the first nine months of 2002, Infosys ` 


spent Rs 200 crore, or 7% of its turnover, 
on sales and marketing. “There is no way 
that a small company like ours can 
spend that much,” says Tarang’s Rama 
Kumar. “The only option then is to look 
for a partner with a strong front end who 
can leverage our offshore delivery capa- 
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| bility" he adds, 


There have been some. cases of US- 
based companies buying out companies 
in India either for their delivery capabili- 
ties or to acquire domain expertise. Last 
year, Romesh Wadhwani's Symphony 
Technology acquired the India arm of 
Cambridge Technology Partners (CTP) 
after CTP decided to pull out of India. 
Two months ago, Arjun Malhotra's Tech- 
span, another US-based firm, bought 
Webtek, the offshore arm of the erst- 
while Dresdner Bank. Its area of exper- 
tise: developing Internet-based banking 
applications. Last month, Singapore 
Computer Systems (SCS) bought 30% of 
Kshema's equity for $9.2 million. This 
will help Kshema's entry into the Asia- 
Pacific, while SCS will use Kshemas off- 


shore delivery capability to foray into the : : 


US and Europe. 

Some are testing the waters by form- 
ing informal alliances. Bangalore-based 
. Hinduja- TMT. (turnover: - 
Rs 70 crore) works with a 
company in the US that bids _ 
for contracts. These are then 
delivered by Hinduja TMT | 
from its Bangalore develop- - 
ment centre. R. Mohan Ku- 
mar, president and CEO of 
the company’s IT Division, 
says: “Five per cent of our IT 
revenue comes through 
such alliances.” 

First Apex; which sells in- 


surance solutions. in the .. 
Asia-Pacific, has a joint ven- ~ 


ture with an ex-IBM man- 

ager in Korea to sell its prod- 
` uct. It is looking for similar 

alliances in other Asian mar- 
kets, especially China. vMoksha's Pawan 
Kumar says: “You have to think practi- 
cally. have a flexible business model. 1 . 
am willing to partner organisations and 
customers who can bring in a substan- 
tial amount of work.” He confirms that 


he is holding talks and that a deal should | .. 
materialise before the end of the ~ 
year. Tarang’s Rama Kumar is in similar. - 


talks and Rope te for some partnerships 
this year. 
But analysts warn that unless there is 


a clear proposition, strong domain _ 


knowledge and scalable business, even 
alliances look unlikely. 

. By the time the dust settles, the in- 
dustry structure, which today resembles 
a pyramid, may end up resembling an 
hourglass, quips Arvind Tiwary, CEO of 
First Apex. The new structure will have 
the heavyweights at the top, a few select 
boutique companies at the bottom, and 
none in the middle. E 
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Take One 
for fast relief 


from carrying bulky floppies and other 
storage devices while travelling. 
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Actual size. Wt. 20gms. 


hen on the move, carrying important data on floppies of small capacities can be quite painful. Sooner or rst d C RE 
er the symptoms of a cumbersome backup are bound to show. But thankfully the remedy is at hand. The Sony VALI LT 
lero Vault digital storage media. Plug it in any USB port and save up to 256 MB of data. It's really small, i 


nvenient yet powerful. Just pop it in your pocket or string it around your neck and travel tension-free. m LU G & = L: A 
E 
Pe 
—— 
RP : Rs. 2,995 (32MB), Rs. 3,995 (64MB), Rs. 6,750 (128MB), Rs. 11,995 (256MB). Please read the instructions on the pack to know the exact compatibility and other important details about your Micro Vau 
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Data can be secured and password protected. 


High speed data transfer at speeds up to 480Mbps. 








Do you pay your taxes? 
neighbour who owns a sprawling 
farmhouse like this probably doesn’t 


ANJULI BHARGAVA 


This article is dedicated to the 7.4 million-odd salaried Indians 
who pay their income tax, more or less, in full. 


Do you pay your income tax in full? 

If you do, find yourself a comfortable chair and perhaps a 
glass of water before you read any further. What you are going 
to read is sure to increase your blood pressure. What you have 
always suspected is, indeed, true: you belong to the tiny minor- 
ity which has the onerous task of partly funding India's creaky, 
leaky machinery of governance that gobbles up Rs 3,64,436 
crore a year (total expenditure for 2001-02). Meanwhile, others 
much richer than you drive around in their Mercedes Benzes 
without a care in the world. But, before we come to the juicy 





MAGAZINE OF THE NEW ECONOMY 








MW " 
= P" LV 


ied 


aer A + dod ton NER 7 ih 


Your rich 


bits (if you are in a hurry just read the boxes with this story), let's 
crunch some numbers. 

How many of you tax-slaves are there in the country, really? 

Let's work this out top down. We are a nation of 1 billion, or 
1,000 million, people. At an average of five people to a house- 
hold, that is about 200 million households. Now, take away the 
3096 of Indian households that are below the poverty line and 
are outside the tax net by any reckoning. Take away another 
40% of the remaining, that can be assumed to be just above the 
poverty line, and, therefore, not in a position to pay direct taxes. 
That still leaves you with 84 million households. 

And how many ofthese people actually pay income tax? Ac- 
cording to the income tax department records, it has all of 20 
million assessees — this, despite the fact that many households 
may have more than one person who ought to be paying tax. 
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For the sake of simplicity, let's say that only one person from 
each of these households is eligible to pay — that would still 
mean at least 84 million people ought to be paying some 
amount of tax. In essence, after all these years of fine speeches 
by finance ministers like Manmohan Singh, P. Chidambaram, 
and Yashwant Sinha, India's tax machinery has managed to 
cover just about one in four people who should be paying taxes. 
Clap your hands, because you are among the chosen few. 

This isn't the full horror of the story either. Now let's look at 
how much tax these 20 million (the actual number will be 
somewhat lower) people pay, and how much income they de- 
clare. In 1998-99, they paid about Rs 20,240 crore as tax on a de- 
clared income ofjust over Rs 1,00,000 crore. 

How small is that compared to the potential? 

Let's be very conservative and say that only the top 5% ofthe 
households in the country ought to be in the tax net, According 
to economists, the top 5% account for 18-20% of the total dis- 
posable income in the country. The total disposable income in 
the country was Rs 14,62,564 crore in 1998-99, and 18% of that 
works out to Rs 2,63,261 crore. This figure — Rs 2,63,261 crore 
— is the minimum amount on which tax should be levied. In- 


TAX EVASION 
Legal eagle 
Bhatia ; 


AJ Bhatia, 46, is a lawyer. He 
lives in Mehrauli in Delhi 
with his wife, two children 
and two dogs in a 
B sprawling 1.2-acre 
farmhouse. There's a 
swimming pool, tennis € 
courts and four quarters S& ^ 
for servants. His garage 
houses four swanky cars. 
His latest acquisition is a 
Rs 11-lakh Skoda Octavia. Other 
than that there is his wife's Ford Ikon, and a 
Honda City. Plus, there is a Hyundai Accent to ferry the kids and 
go grocery shopping in. 

Bhatia's healthy law practice earns him Rs 3.5 lakh-4.5 lakh 
every month (50-50, he says, that is, half black and half white), 
His dividend, interest and other investment incomes add up to 
another Rs 1.5 lakh a month. In a year, this works out to around 
Rs 60 lakh-72 lakh. 

Bhatia is no fool. He pays his taxes every year. 

He travels out of the country at least four times a year (the 
children are permitted to go only during their summer 
holidays), he is a member of four clubs in the city, including the 
ITC Golf Club. He employs 19 persons (drivers, gardeners and 
security guards, among others) at home. He knows he's a bakra 
for the income tax department (the thought of the value of his 
wife's jewellery spread across seven lockers in Delhi gives him a 
headache). 

In 2001-02, Bhatia paid an income tax of Rs 2.5 lakh, that's 
all. That is what someone earning Rs 8 lakh-9 lakh as salary 
would have paid even after taking all the available tax breaks. 
But Bhatia's income is almost 8-9 times that amount. So how 
does he manage to keep his tax liabilities so unrealistically low? 
He knows a genie who can perform a bit of magic with 
numbers if he puts his mind to it. 

Bhatia claims his tax planner, a chartered accountant by 
profession, is a genius of the calibre of Bill Gates, no less. His 
identity is never revealed, but he attracts Bhatia’s unstinted 
admiration. "If he ever quit his practice, I'd hire him, law degree 
or no," says Bhatia. "| tell him at the beginning of the year how 
much tax | want to pay. He works backwards from there," he 
adds. The accountant's bill is an annual drain, but Bhatia does 
not mind. The man is worth his weight in gold. 

And when he discusses his tax matters, Bhatia betrays no 
impression that he is either feeling embarrassed or being 
brazen. He's purely matter of fact. 
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stead, the declared income of the taxpayers 
is only about Rs 1,00,000 crore. Will some- 
one please explain which hole the rest of the 
money — Rs 1,63,261 crore — has disap- 
peared into? 

To get an idea of what's happening, start 
with the data supplied by the income tax (IT) 
department to the Task Force on Direct Taxes 
chaired by Vijay Kelkar, advisor to the finance 
minister. According to that, all of 70,345 people 
in the country have filed returns showing earn- 
ings of over Rs 10 lakh per year. 

. The department has to be deaf, dumb and 
blind to swallow this number, say everyone BW 
spoke to for this story. "Delhi alone will have 
‘more than 75,000 persons making over Rs 10 lakh 
à year," points out M.G. Rao, the director of the 
National Institute of Public Finance and Planning. 
- Ifyou doubt Rao's numbers, check out those worked out by 
the National Council for Applied Economic Research (NCAER) 
— the institute most marketers look for statistics about the rich 
and the well-off in India. 

NCAER, by its own admission, is very conservative when it 
works out its estimates of the rich in the country. And according 
to NCAER’s Very Rich White Book of 2001, there are over 6,500 
households in India which earn over Rs 1 crore a year; as for the 

-number of households in India with annual incomes above 
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Rs 50 lakh, it is 20,800. And finally, NCAER estimates that at 
least 3,20,000 households earn over Rs 10 lakh a year. It is possi- 
ble that some households have more than one earning mem- 
ber, taking its total income over Rs 10 lakh. But it cant be so 
many that 3,20,000 lakh can come down to 70,000. Of these 
3 20,000 lakh, 51,000 are in Delhi and 60,500 in Mumbai. By the 
way, those estimates are all based on data collected in 1998-99. 
You can imagine how much higher this will be today. 

NCAER is in the data business, but ICICI Bank actually deals 
with rich people. According to its records, it has 20,000 high net 
worth customers who keep a quar- 
terly balance of Rs 10 lakh. If that’s the 
quarterly balance in the account, you 
can imagine what the income figures 
of these individuals will run into. By 
the way, ICICI Bank doesn't have a 
monopoly on high net worth cus- 
tomers. Citibank, Standard Char- 
tered, HSBC and several others would 
boast of as many, ifnot more. 

Ifyou are still not convinced, listen 
to a person who earns over Rs 50 lakh 
a year — Raj Bhatia (See ‘Legal Eagle 
Raj Bhatia’). Bhatia has no problems 
talking about how little tax he actually 
pays. But he will not give the name of 
his chartered accountant. “I don't 
want you to know the details of what 
he does with my accounts. Also, he re- 
spects my privacy. I must respect his,” 
he explains. 

Bhatia is convinced that many of 
the rich don’t pay their full tax dues. 
This opinion is echoed by Kelkar task- 
force member Mohandas Pai: “This is 
the truth. The richer people are not 
paying their full share of tax.” Oxus 
Research managing director, Surjit 
Bhalla, who prepared a report on ‘Tax 
Compliance in India’ as an input for 
the Kelkar report, found that compli- 
ance rates for those earning over Rs 10 
lakh is around 33%. In fact, people 
paying less than what they were sup- 
posed to is probably the biggest prob- 
lem that the government has to tackle 
today. When Businessworld began 
working on this story, the question 
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was: who all dont pay their income tax 
dues? Halfway through, the question had 
changed to: how many people are actually 
paying their full dues? 

“Nobody pays. Certainly, very few pay 
what they ought to based on their real in- 
comes, especially in Delhi," says Anand 
Seth, a chartered accountant. Delhi isn't the 
worst city in terms ofunder-reporting of in- 
comes though — there are others that are 
far worse. (See "Tax and the city’). Corpora- 
tion tax collections from Meerut were Rs 
3,910 crore in 2001-02 but income tax col- 
lections were just Rs 435.75 crore. 

"Obviously something is wrong. If the 
companies are making profits and paying 
taxes, personal incomes are not reflecting 
this," says one income tax official. 

So, why does everyone evade taxes? As 
Bhatia puts it, the system is geared for eva- 
sion — the law allows it, the tax inspectors 
allow it and your conscience allows it. 


The Law Allows it 


The problem starts with the numerous ex- 
emptions and incentives in the IT laws. As 
the Kelkar committee report points out, the 
effective tax rate of a sample of 2,585 com- 
panies in 2000-01 was 21.996 compared 
with a statutory rate of 39.55%. Section 801A 
of the Income Tax Act exempts all kinds of 
businesses from payment of taxes on prof- 
its. The section exempts telecommunication services, indus- 
tries in backward areas and many infrastructure projects. 
Name it and it's exempt. 

"Take a close look at this section, and you'll realise that 
many companies escape paying taxes," says a Kelkar taskforce 
member. The Kelkar panel estimated that doing away with all 
exemptions and incentives would boost collections by around 
Rs 18,000 crore (if rates are not lowered). On the personal side, 
taxes like gift tax and deductions for donations have been 
widely abused. Gifts of up to Rs 10 lakh are exchanged between 
virtual strangers (the assessing officer gets a cut, if he asks too 
many questions) and the deduction is claimed by the one giv- 
ing the gift. 

Though the 7.4 million-odd salaried income 
tax assessees pay most of their dues, even they 
take advantage of the various loopholes pro- 
vided by the government. They can take fake 
housing loans from other family members 
and claim the deductions allowed for it. And 
the recently introduced tax-free meal 
coupons have been abused — some use 
them to buy groceries and other provisions. 
"The salaried have fewer options. Many 
salaried persons don't declare their other in- 
comes — shares, fixed deposits, etc. But the 
scope is limited,” explains Seth. 

It is far easier for self-employed urban 
professionals to avoid paying their tax 
dues. Most consultants and self-em- 
ployed professionals feel that the 5% tax 
deducted at source is as much tax as they 
should pay. Few pay more than that, at 
any rate. It is easy to do that because virtually all personal 
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expenses can be shown as business expenses. 


The Tax Inspectors Allow it 


"The departmentis not deaf, dumb or blind. Just corrupt," 
Bhatia. Most Indians feel the IT department is the most cc 
organisation in the country. The accountants say that the 
set rates charged by department officials at all levels. See 
Bribe Rate Card’ on page 33. These are last year's rates. Offi 
admit that corruption is rampant and they confirm the rate 
though they add that some officers are honest too. | 
A recent move by the department to restructure the acti 
ties and introduce "concurrent jurisdiction" (a joint commi 
sioner and a deputy commissioner keep an eye on the Inco 
Tax Office) over an IT officer has reduced. 
ruption to some extent. But case 
corruption in the department are 
rampant (See ‘A Small Tribute). Wh 
Businessworld was at Kapoor's office 
he got a call from an income tax office 
asking for money. To stop putting the. 
case into scrutiny, the officer was charg- - 
ing Rs 10,000 from Kapoor's client. 
Kapoor told the officer the money would | 
reach him in three days. E 
The maximum Kapoor has paid an in- : 
come tax officer on behalf of a client so fa 
is Rs 4 lakh. Officials, he explained, hav 
power without accountability, and this j 
routinely abused. "He can make or break 
you. And he knows it,” says Kapoor. E 


Their Conscience Allows it : 
But perhaps the biggest tragedy of the system 


aE 
















MAGAZINE OF THE NEW ECONOMY Eh BUSINESSWORLD 3 MARCH 2003 











UY some land: suneet 
“Ahluwalia, 35, has just made a killing. 
He bought 4 acres of land from a 
farmer in the Noida area in Uttar 
Pradesh at Rs 25 lakh per acre. He 4 
d Rs 20 lakh in cash and Rs 5 lakh by cheque - 
i ach acre. When Ahluwalia bought the 
he was well aware that this land was due 
o be acquired by the government. He sold it at 
he circle rate (fixed by the government as the 
cial rate for acquisition) of Rs 25 lakh per Y 
e He put an earlier date on.all the documents and the whole name of fancy herbs, exorbitant ; amounts are bein 
'as been treated as long-term capital gains. Per se, | 85 agricultural i income. T : 
ia didn't make any cash profits on the deal. But what. | — Acloser look at the tax retums iol. a (larga e nu 
Fr 































~ basil; rosemary and thy m 
earn Rs 8 lakh per acre 
"herbs, and since it's all agricultur 

< tax-free, Earlier, people did this kind 

reasonable amounts were claimed. 





























dto do was convert Rs 80 lakh of his unaccounted- taxpayers: in: Mumbai by the Kelkar taskforce on. di 
e into official income for which he did not have to pay | revealed that a number of claims appeared dc 
. (The. Rs 80 lakh will attract only long-term capital Srt operations are claimed to have be 
and would not be added to his normal income). | areas that are known to be infertile 
'uphoric. According to him, it feels like he has eamed the - The income tax department i is now i 

ays Sanjeev Kapoor, a Delhi-based chartered Rs 1,000 crore of claims. And primaril 
"This is rampant and one of the latest ways DM money laundering, the Kelkar ta skf 
your money.” Kapoor says that if the land bought is , agricultural i income. 2 
Noida, it is agricultural land and tax-free in anycase - “Taskforce members are cenai 
m nicipal l limits have not been defined) When asked e c vanish as soon as a taxis introduc 
S s | that little will come of it. “Half thes 
E politicians. and other influential 

n dtl This needs the attenti on of the police ae argues that this is the primary t reaso w 
en ral Bureau of Investigation," x said an official. Ei “politically sensitive”. eo 
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— and the one toughest to resolve — is that people feel no guilt | charges, but water is vet to reach the third floor. "If it's electric- 
whatsoever for not paying their full dues. Unlike in the West, | ity, you have to have your own generators. If it's water, vou have 
people Pid they get very few services from the government | to install your own pump,” he points out. So why pay? 

and the quality of public services is dismal. "Why should I pay | In fact, that is the prevailing feeling even among the salaried 
tax like my UK counterpart? Do you offer me pension benefits, | assessees, who pay almost all their dues. Most people Business- 
social security system, medical coverage and other such ben- | world spoke to for this story said that they saw no reason what- 
fits that citizens in these countries get?” asks Praveen Kumar,a | soeverto dole out a third of their income to the government for 
consultant to IT companies. Kumar argues his point skillfully. it to waste on hiring more public servants and promoting anti- 
His wife's sister who stays in the UK underwent two Caesarean | poverty schemes that never help the poor. 

section operations and both were fully paid for by the state. | But people also dont want to pay when they see others get- 
"Will this ever happen here?” he asks. _ ting away without paying. Explains a senior income tax depart- 
__ Seth argues that in Vasant Kunj, where he has beenlivingfor | ment source: "When you see politicians making money on the 
he past three years, he has been paying water boosting | side, bureaucrats earning a healthy black income (picking up 
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Rs 1 crore a year when his salary is Rs 3 lakh), why i 
should businessmen alone pay?” 

If finance minister Jaswant Singh implements 
the Kelkar recommendations on direct taxes, can 
he reform the system? Quite a bit, according to 
most experts. The Kelkar committee has 
recommended raising the income limit to Rs 1. '8 
lakh before it starts attracting income tax, cutting out 
all the exemptions under various sections that serve as 
loopholes, and reducing the overall total tax paid by the highest 
income bracket. It has also recommended putting in place a 
state-of-the-art Tax Information Network (TIN) to capture eva- 
sion and avoidance. 

“If you really want everyone to pay, rates have to come 











ETIRED folk have time on their 
tax department found that out the 
least two cases, retired defence offi 
instrumental in busting 















down to 15% or so for the highest bracket and penalties and  Pmber (PAN) System, CHE OMICS TIC OD GH 
. punishments have to be drastic. Then, it'llbeinpeoplesinter- Which issued and posted PAN cards tc ERR 


applied. The agency, in conni 
| sending blank envelopes to ir 


artment Rs 10 er card 


|... est to pay,” says Bhatia. 
. . But there are those who doubt whether a network like TIN 
will ever be put in place. “Whose interest is TIN in? Will politi- de 
cians who misreport their in- : ' dee 
come, bureaucrats who make 
money on the side, or taxpay- 
ers who underreport their in- 
comes support it? The recom- 
mendation is doomed from 
the start," says Kapoor. 

The Kelkar report has also 
suggested measures to reduce 












































The bribe rate card 


: Income tax clearance certificate 


* Income tax refund: | of refund amount 


corruption and the power in = Company tax assessment: (this is last 
the hands of ineome tax offi- year's going rate) 

. Cials. For instance, it suggests = co . 
. feducing the discretionary = Individual assessment: 4S and above (this 
__. power on deciding whether a can go up to Rs 5 lakh-10 lakh depending on the case 
d Nur s E E, E To avoid putting the case into scrutiny: 

computerisation. à j 


But there are activities that 
cannot be checked by the 
Kelkar committee's suggestions. For instance, the land scam in 

. the Noida area or fake gifts being offered by individuals cannot 
`- bechecked. Explains a taskforce member: “These are purely il- 

_ legal, criminal activities which need the police or other such 
bodies to look into the crimes.” 

The problem with Kelkar's report is that it still focusses too 
much on the 20 million-odd taxpayers and not enough on get- 
ting new sets of people or more income into the tax net. And 
- that is precisely the reason taxpayers ko itna gussaaata hai! WB 
. {Some names have been changed to protect identities) 
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Best Entry Midsize Car 
In India Initial Quality, 
2001 and 2002. 
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Cyr AUTHORISED FORD DEALERS: AGRA: Prem Ford : 2520427, 23585 
~ — —" esi | * AHMEDABAD: Niki Ford : 26927403-06. * AMRITSAR: Bhagat Ford : 2701562 

Di Ína 2705263-64. * AURANGABAD: Wasan Ford : 360477/88. * BANGALORE: Cauvery Fo 

roa. 6321941-43. Metro Ford : 5594254, 5592203/05. « BATHINDA: Bhagat Ford : 2224183 

e BHOPAL: Distinct Ford : 538654-56. * BHUBANESHWAR: Capital Ford : 2563749, 
* CALICUT: Rajshree Ford : 2355223, 2354831. + CHANDIGARH: Excel Ford : 658777, 655522. + CHENNAI: Chennai Ford : 25323202/08. MPL Ford : 24337520-22. * COIMBATOR 
Rajshree Ford : 2579182, 2579213. * FARIDABAD: Indus Ford : 8845744-45. * GHAZIABAD: Legend Ford : 2775001-04. * GOA: Caculo Ford : 5641307-9. * GURGAON: Harpreet Ford : 5011701/7 
5012303/304. s GUWAHATI: TI Ford : 2660724, 2660745. * HYDERABAD: Sundaram Ford : 27536216, 27544121. * INDORE: Distinct Ford : 2529212-14. e JAIPUR: K.S. Ford : 5114180/90, 2374€ 


Accessories shown in the picture are not part of standard equipment. The Ford Ikon complies with Bharat Stage II (equivalent of Euro I) emission standards notified by the Goverment of India vide its notification number G.S.R. 77(E) dated January 31, 2000. The Ford Ikon was the highest ranked entry midsize car in the J.D. Power Asia Pacific 2001 
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The New Ford Ikon Nxt. 


MET 


Look the new face of josh, 
right in the eye. The all new 
front end with integrated 
fog lamps and air dams. 
And sparkling eyes that 


reveal the rest. 


Meet the members of the 
Nxt band. The agile |.3 Nxt 
with a new Rocam engine. 
The king of the road, 1.6 Nxt 
and the 1.8 Diesel Nxt. 


Discover the lively truffle 





interior. Adjust the height 
of the driver's seat. And let 
the show begin as the lights 


dim slowly, theatre style. 
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AANDHAR: Bhagat Ford : 2266496-99, 2266500. « JAMMU: Jammu Ford : 2554204/08. 2552977, 2505183. + JAMSHEDPUR: Jayashree Ford : 2409164-65. + JODHPUR: O.S. Ford : 745205 
NPUR: Dynamic Ford : 2521241-43. + KARNAL: Pearl Ford : 2270730-31, 2270733. * KOCHI: Kairali Ford : 2559650, 2551310. * KOHLAPUR: Talera Ford 2656839. + KOLKATA: Bothra Ford 
4986/4988. * KOTTAYAM: Kairali Ford : 2566326, 2304986. * LUCKNOW: Narain Ford : 2221123, 2221176. + LUDHIANA: Bhagat Ford : 2651012-14, 5013646-51. * MADURAI: Rajshree Ford 
736. 2668561. * MUMBAI: Shakti Ford : 28755510-13. Shaman Ford : 23811818. Wasan Ford : 25290275-81. + NASIK: Wasan Ford : 590833-34. * NEPAL: Dugar Ford : 00 977 1 468323 
W DELHI: Harpreet Ford (Moti Nagar) : 25153650-53, 25179571-74. Harpreet Ford (Bhikaji Cama) : 51659000, 51659002-09. Indus Ford : 51615400-04 * NEW MANGALORE 
very Ford : 450083-85. + PONDICHERRY: MPL Ford : 203695. * PUNE: Planet Ford : 4218355/8322, 4213977. Talera Ford : 4011515. * RAIPUR: Utsav Ford : 5023351-53. * RAJKOT 
WFord : 98240-43366, 02827-87574. * SALEM: Chennai Ford : 2448210/186. * SURAT: Amin Ford : 3210032, 32682259. + TRIVANDRUM: Kairali Ford : 2506724/1564. + UDAIPUR: K.S. Ford 
701, 2526996. * VADODARA: Amin Ford : 2772999. * VIJAYAWADA: Sundaram Ford : 2485516, 2485536. * VISAKHAPATNAM: Sundaram Ford : 2730854, 2557300 
aality Study™ and D. Power Asia Pacific 2002 india initial Quality Study**. Study based on 3258 consumer responses in 2001 and 3131 consumer responses in 2002 indicating owner reported problems during the first 3-5 months of ownership 
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HERE are two things 
you need to keep 
track of when you 


analyse any Union Budget. 
First, the macro economic 
numbers, which give you 
an idea of the overall state 
of the economy and what 
the Central government is 
doing to improve it. The 
second are tax rates. The 
latter affect you directly, 
in your capacity as an 
individual, and indirectly, 
as a corporate. The 
income tax rates mandate 
how much you will 
end up paying from 
your pocket. The 
customs duties will 
affect the goods you 
buy or sell. 
The Businessworld 
Budget workbook 
has been designed 
with a specific 
purpose in mind: to 
help you analyse this year’s 
Budget with the minimum 
amount of pain. You will 
find that all the key 
numbers of the past four 
Union Budgets are already 
in it. 

On 28 February 2003, 
just fill in the blank 
columns provided 
alongside when the finance 
minister is making his 
speech. Et voila! You can 
tell, at a glance, precisely 
how good Jaswant Singh's 
first Budget is... 


THE BUDGET 
















Il 1. Fiscal deficit 0% of cop 
| 2. Fiscal deficit s core) 
3. Defence outlay («e capital) (Rs crore) 

T 4. Major subsidies «cc 


$ x 5. Interest payments (% of revenue expenditure) 


a 6. Estimated staff strength’ nos.) 

Ae 7. Income tax a: core) 

8. Corporation tax Rs core) 

F 9. Excise duty (Rs crore) 

10. Customs duty Rs core) 

; 11. Service tax Rs crore) 

%, 12. Food stocks (nillion tonnes) 
13. Disinvestment target Rs core) 

= 14. Disinvestment proceeds £s core) 


| 1. Income tax including surcharge 0) 
2. Minimum exemption limit £s) 
3. Corporate tax incl. surcharge 0) 
4. Customs duty incl. surcharge c.) 
“Ason 1 March 2002. # As of December 2002” 
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i YR 
NDAs first 
budget. Yashwant 
Sinha takes over 
during a bull run 
1. Restructures 
central excise into 


! 3 basic rates: 


16%, 8% & 24% 


1 2.Imposes 10% 
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d i 
Sinha after the Ten years after Sinha gathers the debris of 9/11 and É Jaswant Singh's i 
May-June 1999 reforms began, tackles a global economic slowdown maiden budget. 
Kargil War Sinha tries hard to 1. Dismantles price controls for the War looming over 
1. Introduces — boost the petroleum sector and the Oil Pool Account. neighbouring Iraq, F 
single excise rate stockmarkets Prices of oil and other petroleum products Kelkar recommends $5 
of 16% CENVAT 1. Abolishes now determined by the market- drastic overhaul of = 

. 2. Raises defence surcharges on 2. Imposes 10% tax on dividend income direct taxes and 
outlay sharply direct tax earned by individuals. Double taxation of taxing agriculture; 

- 3. Abolishes 2. Allows 49% dividend is thus reinstated elections on the 
dividend tax for foreign investment 3. Sets up a mechanism for the ~~ horizon. What will 
individuals in Indian firms restructuring of corporate debt Singh deliver? 

2000-01 2001-02 2002-03 (BE) 2002-03 (RE) 2003-04 
5.7 5.3 
1,18,816 DENS 0 
CUN 65,000 
26842 ` 39,801 
EN UN EM 1 1]| 
32,67,344 33,42,645 b, 
| 3164 | — 344 42,524 
| 35696. 48,616 
68,526 —— | 1 
| 47,542 EN | | 
a m — Á— 3h] 
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ony Joseph: The focus of this Businessworld roundtable is the 
udget. Rarely has political commonsense been as much at 
dds with economic commonsense. This panel has been cre- 
ed specifically to make sure that both political concerns and 
'onomic concerns are taken on board. 

. Can I begin by asking each of you to list the five things that 
you think the finance minister should do to make you give him 
- 10/10. Dr Bhalla? 

-Surjit Bhalla: I think the Kelkar Committee report is the last in a 


series of brilliant reports on what needs to be done. We have 
“two political experts on either side of me and perhaps they can 
< tellus why things do not get implemented. In terms of the five 
recommendations, I would say, accept some of the reports; the 
. two Kelkar Committee reports on taxes; then, the Y.V. Reddy re- 
ort, asked for by the finance ministry last year; and the Gau- 
im report, which recommended that the government should 
ethe interest rate on small savings to government securities of 
omparable maturities. Small savings should now yield about 
% rather than 9%. That is a 300-basis-point reduction. I would 
e shocked if the finance minister were to do that and then he 
- will get 10. So I will look at what proportion of this report he ac- 
- cepts and my grading will be based on that. 
< Jagdish Shettigar: Economic reforms are essential, but one 
- should be realistic about the ground situation. Dr Bhalla is talk- 
- ingabout the top 2% ofthe economy, i.e., 20 million people. But 
ve have to bother about the lower and middle layer. I will be 
satisfied if he concentrates on reforms in the agricultural sec- 
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tor. For instance, ifhe can change the method of routing the fer- - 


tiliser subsidy, I’m sure he can save more than Rs 6,000 crore, — 


given the present subsidy rate. It is estimated that 50% of the | 


subsidy goes to fertiliser firms. He should reformtheminimum |. 


support price (MSP) keeping in view the inte rests of the con- 
sumers and the farmers rather than raising the prices in the 
name of farmers. Of course, that may be a bit difficult. ^ 

In the rural sector, he could take measures to remove the 
middle layer when it comes to the distribution of agricultural 
loans through the Nabard (National Bank for Agricultural and 
Rural Development). By the time the loan reaches the farmer, 
its cost almost doubles.We can no longer afford to ignore the 
social sector — drinking water, or literacy rate, and infrastruc- 
ture. Through taxation policies, he may encourage participa- 
tion of the private sector in these. | 

The fourth is reforms in tax collections. I support parts of 
the Kelkar Committee recommendations. But there is a strong 
economic rationale behind many of the incentives today — 


housing, infrastructure development — and which the Kelkar - di 
Committee has recommended abolishing, On these grounds; 


totally oppose the Kelkar Committee recommendations. The - 
fifth is innovative schemes whereby we can tap both the talent - 

and resources of the non-resident Indians. —— 4 F 
Tony: So, we have two very different lists so far. Jairam, lets .— 
hear your list. Eu uu MEM 
Jairam Ramesh: The single most important contribution that a - 
finance minister can make is to make promises which he can 
deliver. Most of the time, a finance minister get up and say: "I 
will reform the MSP system." Then he'll add: "I will consult my. 
minister of agriculture and bring forward a discussion paper in 
Parliament.” And that's the end of it. There are three or four 
things. He should blindly implement the Kelkar Committee re- 
port on tax administration and tax procedures. On indirect 
taxes he should implement Kelkar blindly, again. On direct 
taxes, | would say the score should be 90-95%. I have a problem 


with the recommendations on agriculture tax. If the objective = 


of income tax on agriculture is to prevent the laundering of —. 
non-agricultural income by non- agriculturalists, this is the ~~ 


wrong way to do it. Unfortunately, in this country, expanding 


the tax base is seen only in terms of increasing the number of 
taxpayers. You can have the same number of taxpayers with a 
greater proportion of the income coming into the tax net — 
thatsequivalenttoexpandingthetaxbase. —- À 

Tony: You would, therefore, agree with Kelkar on removing all - 
the direct tax exernptions? " x e 
Jairam: Absolutely. Even on housing. I mean this vertical equity - 

argument is very powerful. If you are sitting in Greater Kailash — 
and taking a loan from HDFC, you get a tax break. Butiflamin — 


Ghaziabad and I am building a two-room house and am not — 
borrowing from HDFC, I am not in the tax bracket,Idon'tgeta 
tax break. It is ridiculous. I would like him to focus on compres =; 


hensive reform of the rural financial system, of the kind that... 
has taken place in the organised banking industry. A 


I want to make one point on Surjit initial co 


ments that 


| everything is known and all that is required is execution. 
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Mr Vittal once said that all policy-making in India is subject to 
the RAMA principle. Any policy, any document, any report by 
any committee is first rejected (i.e., ‘R’). Then there is agitation 
( A). Then it is modified (‘M’). And then it is accepted (‘A’). So 
any committee goes through the RAMA cycle. It gets rejected 
first, and two or three years later, it gets accepted. We saw it in 
the Malhotra Committee (report) on insurance. It took five 
years for RAMA to come, but it finally came. So I am hopeful 
that even on Kelkar, right now we are going through the 
'RA phase. The 'MA phase will come in the next two to 
three years. 

Surjit: The other hope is that now these phases will 
get compressed. 

Jairam: Yes, due to globalisation. For example, if 
you are going to have a free trade agreement 
with ASEAN — which is expected in the next 
10-12 months — then the urgency on tax re- 
forms is that much more. 

Tony: To build on what Jairam said, 
Jagdish, why should a political party be so 
much concerned with tax exemptions 















Jagdish 
Shettigar 


Member, Rajnath 
Singh Committee 


“He (the FM) should reform the minimum _ 





going, on say, housing? How many peo- XE support price keeping in view the interests 
ple does that affect? Why is it a political of the consumers and the farmers rather ‘ 
XC ar s I EES e . than raising prices in the name of farmers" 


tax exemptions on housing that have 4 
proliferated in our Budgets are a re- 

markable tribute to the influence of 
Deepak Parekh on successive Budget 
formulations. So it is contrary to what 
Jagdish says — it hasn't followed eco- 
nomic logic, but followed the persua- 


Jairam 
Ramesh E 


sive skills of housing finance insti- Secretary E 
tutions which wanted their businesses J. (economic affairs), 
to expand. AICC 
Jagdish: Housing loans should not be 
looked upon as a benefit to individuals " : 
building a dwelling unit. During the last If I were i the 
couple of years, housing construction has finance min- 
played a key role in economic revival. It has ictr 
got a spread effect on the economy whether istry, I would 
(itis) cement or steel, and will have a positive not have sent 
AN E the aggregate Minis may the Kelkar 

e right that a small segment of the society | . 
benches But what about the large impact on committee re- 
the economy as a whole? port to my 
Surjit: The question is whether the finance minister and general secre- 
the government are consistent on this. Pure economics : 
tells us that if there are externalities, then there should be a tary for him to 
subsidy. And housing sector comes as close to an externality as sit in judge- 
possible because of its spillover effects, etc. So, it is quite justi- "ON 
fied. But, what I can't see is consistency in policy — the Rent ment over it 


Control Act is the most regressive act I have seen. If the BJP is 
keen to get the economy moving, and housing and construc- 
tion in particular, why is the notification on the Rent Control 


should do 
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«Xn signature? It is just 

N ei- j waiting a notifica- 

yD E AA tion, but 50,000 

ther will the Congress BJP supporters 

org REM Mies Tibe who have shops in 

Surjit Connaught Place are 

EE M holding the entire na- 
Bhalla tion hostage. 


Jagdish: To be frank, 1 

don't agree with some of 
our local leaders. I don't 

know about Jairam — both 

the Congress Party as well as the 

BJP in Delhi have got a vested inter- 

est in this. 

Surjit: Absolutely. 

Jagdish: I don't support this. It is the interest of the 


. Managing Director, _ 
Oxus Research 


» 
KJ. 
INE A 
we LP «4. "] 
> : 
is ir 


traders who are paying hardly 100 or 300 rupees per month as | 


rent in Connaught Place and Karol Bagh. 

Tony: In the spirit of frankness that Jagdish has shown, let me 
ask you a question, Jairam. If the Congress were in power and 
the Kelkar Committee report had been presented, would it 
have got accepted? 

Jairam: If I were in the finance ministry, I would not have sent 
the Kelkar Committee report to my general secretary for him to 
sit in judgment overit. [would have implemented it. If Manmo- 
han Singh had sent the Chelliah Committee report to the Con- 


gress Working Committee in 1991, you wouldnt have had any | 


reforms at all. So, this is a bogus transparency, getting your ad- 
visor to produce a report and then getting a brilliant economist 
like Rajnath Singh to sit in judgment over it. It is ridiculous. 
Jagdish: First of all, it was not Jaswant Singh or the prime minis- 
ter who had constituted the Rajnath Committee. 

Jairam: It is said that corporates have written that report. 
Jagdish: It was the president of the party who constituted the 
Rajnath Committee since it (the Kelkar report) became contro- 
versial. First of all, you questioned Rajnath Singh's capacity to 
understand the economy. He need not be an economist. There 
were economists in the committee. There were eight members. 
You may question whether I am an economist. 

Jairam: Who else was there? 

Jagdish: Dr Y.R.K. Reddy was there. He is an economist. 

Surjit: He is a management expert. 

Jairam: My point is simple. If Dr Manmohan Singh had taken 
the Chelliah Committee report and sent it to a committee 
headed by Arjun Singh... 

Tony: Jairam, what Jagdish is saying is that it is not the govern- 
ment which sent it to the Rajnath Committee. A party has the 
right to study it. 

















| 
| 
| 
| 


Surjit: I would not agree with Jairam on this. 

Jagdish: Tomorrow, it is the party which goes to the people. 
Jairam: The octroi post has to be in the party. That is what you 
are basically saying. 

Jagdish: It is not the octroi post. Even in the Congress, what 
happened after the defeat in the Southern Assembly elections? 
Jairam: No report on reforms went to the party. 

Jagdish: The party put restrictions on Manmohan Singh and 
Manmohan Singh stopped... 

Jairam: But there was no committee report that was sent to the 
party. "Please give us your recommendations on this". 

Jagdish: We have acted in a better manner now after studying 
things... 

Tony: Let Surjit have his say on this. 

Surjit: I would say, let us hold our guns on this. There is one 
thing I want to applaud this government on. That is on the 
process. It is absolutely within and very much a function of 
democracy that Rajnath Singh be asked to report on this. But if 
the policy-making is hijacked by people who do not know 
much about policy (and Rajnath Singh does not fit my bill as 
somebody who knows much about economic policy), then I 
may lean towards the opinion that it was not such a good idea. 
Jagdish: You mean, the society's opinion should be ignored. 
Surjit: One may say that Rajnath Singh is reflecting society's 
opinion rather than a few traders' in Connaught Place. But you 
have to establish that. 

Jagdish: He was the chief minister of Uttar Pradesh. He was a 
Central minister. He has got a good rapport with the farmers. 
Nitin Gadkare represents another section of the society. Sushil 
Kumar Modi represents another section of the society. 

Surjit: Are you trying to tell me that Jaswant Singh does not rep- 
resent society, that the Kelkar report doesn't represent society? 
Jagdish: I am not talking about Jaswant Singh. 

Surjit: No, the Kelkar report, you think it is independent of soci- 
ety? The Kelkar Committee report is independent of vested in- 
terests, which are what Rajnath Singh represents. 

Jairam: Jagdish has let the cat out of the bag. He says if Jaswant 
implements Kelkar, he has to meet his fate. He has virtually said 
it. Let us compliment him on his transparency! 

Tony: If the finance minister tries to take on board a part of 
Kelkar and package it within the political suggestions of the Ra- 
jnath Singh Committee, how much of the spirit of the Kelkar 
Committee would be lost? 

Jairam: Basically, the objection is to the direct taxes. They affect 
influential corporates. 

Jagdish: No, there is no question of that... 

Jairam: These corporates have influenced successive Budgets. 
One more will not matter. 

Jagdish: That is your experience when you were there... 

Jairam: That is everybody's experience. 

Surjit: Let us look at some numbers. Thirty per cent of the In- 
dian population is eligible for tax. Let us be clear that we are not 
talking about the poor when we are talking about taxes. We are 
talking of the top 3096 of the population, and not the bottom 
70%. So, indeed, the top 30% taxes go for all of these redistribu- 
tive measures, etc. So let us be very clear, if somebody is saying: 
‘No, no, it should be there because of the poor’, We are not talk- 
ing about the poor, we are talking of the upper middle-class 
and the numbers are 25-30% of the population. 

Now what could the objective of the Kelkar Committee re- 
port be? That could be (to say) "listen, we want to decrease 
these tax rates, and to the best of my knowledge, nobody is say- 
ing ‘don't decrease the rates’. Politically, it is always better to de- 
crease taxes. But why is there objection? The objection to the 
Kelkar report is as follows: a person today in the top 1% or 2% 
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jly visible. Political 

economic common- _ 
sense, it seems, are at | 
"ear. " 


who is eligible to 
pay tax, whether at 
2096 or 3096, is not 
really paying 30%. 
He is paying 1096. 
His effective tax 
rate is 1096, of which 
596 goes to the gov- 
ernment and 5% to 








pu : E the lobby that is op- 
10 n posed to any tax reform 
e Joseph in this country. And those 
.. Consulting Editor, are the tax administrators. 
- Businessworld . They stand to lose a lot. Let us 
E tenga ll be very clear who loses and who 


E | gains from the Kelkar report. 
Whether they are the BJP supporters or 

the Congress supporters is irrelevant. These 

bureaucrats (and there is a whole set, 140,000 of them, 

from the lowest to the highest level) are a very strong lobby and 

they will fight tooth and nail. We can understand their objec- 

tion, but that does not make their objection right. 

Jagdish: You have pointed out that the incidence of the tax will 

come down if the Kelkar Committee's recommendations are 

accepted, (for) salaried or non-salaried self-employed classes. 

This statement again applies to those earning more than Rs 1.5 

lakh. Up to Rs 1.5 lakh the burden ofthe tax will go up. 

Surjit: Just give me one income level. You have stated one fac- 

tual point which we can establish. 

Jagdish: This is what I have read in so many articles. 

Surjit: There is a 25% decline in your tax payment. That is the 

end ofthe story. 

Jagdish: Tax experts have worked it out, I discussed it with... 

Jairam: Yes, taxation experts will be out of business if this is im- 

plemented. That is why they are giving you these numbers. 

Jagdish: The burden will go up, let us accept that. 

Surjit: No, it will not go up. Show me how. It is the biggest lie go- 

ing around spread by the politicians and the interest groups 

that the burden will go up. I challenge any of them. 

Tony: As far as the Kelkar Committee recommendations are 


concerned, what exactly do you want the FM to do? Should he | 


implement everything except those relating to direct taxes? 
Jairam: Actually your question is, what should Jaswant Singh 
do to keep his job? 


Jagdish: Nothing to do with Jaswant Singh's job. Don't put me | 


....(Laughter). If he only implements the report on indirect 
taxes, taking care of impact on the domestic industry... I will be 
happy if he implements only the indirect tax suggestions. 
Jairam: Don't touch direct taxes. 

Jagdish: Don't touch direct taxes. 

Surjit: That means a castrated Kelkar Report. That amounts to 





saying, let us castrate the Kelkar Report and put it as a major 
policy along with cow slaughter. Actually, we can see the link. 
Logically, any political party will benefit by implementing 
Kelkar. But they won't do it. Neither would the Congress. I can 
document to you that the BJP will roar in successfully next year 
despite Gujarat, if this isimplemented. 

Tony: Jairam, if your party was in power, would you have ac- 
cepted Kelkar as it is? 

Jairam: It is a hypothetical question. If Manmohan Singh were 
the finance minister, he would accept it. 

Jagdish: In which year ofthe rule? (Interruptions) 

Jairam: Is a large part of your response to (the) Kelkar report be- 
cause we are in the fourth year of this government? Am I right? 
Jagdish: Not a large part. Certain portions of the reaction, yes. 
Jairam: A significant part... 

Tony: How much of this is poor communication, complete 
misunderstanding of the impact of the recommendations? 
Forget the parties, today a lot of people do think that if the 
Kelkar Committee recommendations are implemented, they 
will lose out. Is that the correct perception or not? 

Jairam: It is fair to say, and I say it with the greatest of authority 
and responsibility, that the type of lobbying that has gone on 
against the report from sections within the government, from 
influential corporates, has been incredible. It's an orchestrated 
campaign masterminded by influential people within the gov- 
ernment and their patrons in the corporate world. I agree that 
they could have done a better job of communicating and I take 
his point of the fourth year. To a large extent, Surjit is right, and 
I give Kelkar and Jaswant Singh full marks on transparency. The 
amount of transparency that the Kelkar Report has got is far 
more than the Chelliah committee report. Nevertheless, the 
opposition has been orchestrated. It has been very systematic. 
Jagdish: All the chambers have been very positive, whether CII, 
Ficci or Assocham, as far as the direct taxes go. 

Jairam: There are chambers and there are chambers. We will 
not be able to say more than that. I am glad Jagdish has clarified 
that the significant portion of the opposition is because of the 
timing of the report and not on the content. This gives hope 
that if not this year, then next year, a substantial chunk of it 
would get implemented. 

Jagdish: I don't think anybody will agree to the abolition of in- 
centives for infrastructure. 

Jairam: I was in the government when many of these sections 
were introduced. I believe that many of these so-called sections 
for infrastructure development have had no effect whatsoever 
on the development of infrastructure. The point is, the finance 
minister asked: “I say, what do I do for infrastructure?" “Have 
Section 54 EE, GG, FE" *What do I do for backward areas?" 
“Have Section 32..." Ithas had no effect. The single most impor- 
tant reason why the highway development programme has 
taken off is because of the cess. It has nothing to do with fiscal 
incentives. 

Surjit: Yes. Absolutely. 

Jairam: Surjit was a member of a committee that Mr Chi- 
dambaram had set up to look at this issue of whether fiscal in- 
centives actually affect savings rate and they came up with a 
conclusion that runs contrary to conventional wisdom: that 
fiscal incentives have actually not had any effect on the rate of 
saving. In fact, it had a negative effect. So this bogey created 
against the Kelkar Committee that if you withdraw the fiscal in- 
centives, the savings rate is going to go down is not true. 

Surjit: On the contrary, it will improve by leaps and bounds. We 
will move to 28-3096 savings rate. 

Tony: We have had a very interesting discussion, gentlemen. 
Thank you all for being here. E 
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PROFILE 


RADHIKA DHAWAN 


ENTION Rajeev Chandrase- 
khar to anyone who has dealt 
with him and you will evoke 
strong reactions. “He can be ag- 
gressive and abrasive,’ says an 
ex-colleague, with a lot of feeling. “He is 
very quick, very tenacious. Hes a fight- 
er,” says Hutchison Essar managing di- 
rector Asim Ghosh admiringly. "He's 
brilliant, but ruthless,” says a senior offi- 
cial of a financial institution (FI). 
Admirers or detractors, all agree on 
one point: the 38-year-old chairman of 
BPL Communications was the ideal per- 
son to lead the cellular companies in 
their battle against limited mobility. 





r^ adr nee aes 7" mere Mr E A encre Since he took over as chairman of the 
X d iai zal Cellular Operators Association of India 





i NS Ho A TA Ne i (COAI) in October 2002, Chandrasekhar 
j^ " ^ "A lye , 

MA ^ ve Wi Hp T vi RA, has been at his combative best. He has 

A } VM v "2. held conferences to tell the cellular op- 

Wet Po Boy’ erators’ side of the story to the media. He 


ig i; M 4t has taken the telecom regulator head-on 
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«y: and released full-page advertisements 

Im in newspapers explaining the industry's 

business grc — position. And he has lobbied relentlessly 

wu oess siete ettet orn e to get bureaucrats and politicians on the 
side of his industry. 


When needed, Chandrasekhar has 
broken protocol and bypassed the COAI 
secretariat to get things done. One ex- 
ample: he got Virat Bhatia, the AT&T rep- 
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resentative in India, involved in media 
advocacy. Although he has no official 
standing in COAI, Bhatia is an articulate 
-man and has all the facts of the case on 
his fingertips. So, whether it was on Star 
TV, or through off-the-record briefings 
with magazine editors, Bhatia became 
the de facto face of the cellular industry. 
Sources say Chandrasekhar's advo- 
cacy strategy at COAI has been that it is 
not enough to be right. One must also ar- 
gue that it's right. Says Chandrasekhar: 
“We have argued to win.” 
Ironically, Chandrasekhar does not 
seem to be doing all that well on another 
battlefront: his own business. So far, BPL 
. Cellular, the company that runs the mo- 
.. bility business in three circles — Maha- 
 rashtra, Tamil Nadu and Kerala — has 
not achieved financial closure and is 
starved for cash. The valuation of the 
business plummeted. And BPL is lagging 
in the marketshare race in all its circles. 
Chandrasekhar's paradox is interest- 
ing: the very qualities that are proving so 
effective in championing the industry's 
cause are proving troublesome when it 
comes to managing relationships with 
investors, say Chandrasekhar watchers. 
Essentially, relations with the private eq- 
uity investors, mainly CDC, in the hold- 
ing company, BPL Communications, 
. have been strained. Says a former em- 
| ployee: “The shareholders had gover- 
‘nance issues and thought Rajeev should 
have been more transparent about the 
financial health of the business. He 
treated them as part of the outer circle.” 
In June 2001, Chandrasekhar almost 
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patched together the deal of his life by 
agreeing to merge his cellular business 
with IDEA Cellular, creating India's big- 
gest telco. Sure, that would have meant 
giving up his cherished independence, 
but he would have had a hefty stake in a 
telecom megacorporation. Both the 
Tatas and the Birlas played more than 
fair, and Chandrasekhar and BPL would 
have netted about 24.5% in the merged 
entity. Back then, his stake was valued at 
Rs 2,000 crore. (See ‘Anatomy Of A Mega 
Deal’, BW, 30 July 2001.) 

Had it gone through, the combined 
entity would have had a year before 
Bharti’s fourth-operator roll-outs started, 
“They could have taken the cream of the 
market in that one year,” says an Fl exec- 
utive who was involved with the deal. 

There are various reasons why that 
merger didnt work out, but a key reason 
was a suit filed by CDC, 
one of BPLs financiers. 

His supporters feel 
private equity inves- 
tors were too greedy 
for a bigger stake in the 
merged entity. 

Whatever the rea- 
son, CDC filed a casein 
September 2001 ask- 
ing for an injunction 
on the merger with 
IDEA claiming it was 
without shareholder 
approval. CDC held 
preference shares in 
BPL Communications, 
which 
nominal 1% dividend. 


had not been paid for 
three years, CDC ar- 
gued that as per com- 
pany law, they could 
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cause che hás meals both Mesure ir 
and Singapore Telecom solidly o 
side, Rajeev should have been 
pragmatic in his approach." | 
Chandrasekhar's only comment or 
the matter is: "The financial investor li 
gation was launched on us. That chapt 
is behind us now and we have men 
the relationship. " Says Steven Ende 
who was in charge of the BPL case wi 
CDC; "It's a complicated situation. Wee: 
are in the middle of sorting it out.” $ 
in hindsight, would it have been bet- — 
ter to give some ground instead of lande 
ing up in court? This is what Chandra- | 
sekhar says: "Different people are built 
differently. Fm not that kind of person” — 
Around that time, as he was strug- 
gling to sort out his financial troubles, - 
COAI ran into a leadership crisis. Manoj © 
Kohli resigned as chairman in the mid- ` 
die of his term to join Bharti. The WLL | 
battle was set to moveinto high gearand 
COAI needed a man with high stakes in 
the game — someone with a lot to lose : 
things went wrong — to lead the charge. 
As the only two entrepreneur-own- .- 
ers in the telecom business, Sunil Mittal — 
and Chandrasekhar were the obvious - 
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_ AT&T Wireless’ acquisition of Media One, ' 
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choices. Although Mittal was the ac- 
knowledged success story of the sector, 
he lacked the confrontational attitude 


sources, he wasn't keen on taking up the 


added responsibility. 


10 years in the industry. Chandrase- 
khar’s telecom story started in a hotel 
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sekhar took the plunge. 
Today, the self-acclaimed fighter i is 


ness. If he can push through the finan- 
cial closure of each of his circles, and 
then find a financial investor to put in 
money for expansion, Chandrasekhar 
could then push for the merger with 
IDEA Cellular, albeit at substantially 
lower valuations. Given the shaky tele- 

| com environment, convincing investors 


forms is 20 March 2002 EE | to put up money will be a real hardsell. 
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given up. But then, as he himself admits, 
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NID awards for design excellence 


| head COAI: “My first priority is towards _ 
my company and my shareholders.” But ` 
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| 2. Which insurance company claims to have ‘Kal Par Control? 
| (a) Aviva Life Insurance Company (b) Bajaj Allianz (c) Max New York Life (d) Birla Sun Life 








ee oe Weed MC Reis HA 





BA e P wot een fe m gms at i RS RR Jes oe 





TAM pé MR SR 








[ 3. Whois the chairman of LVMH, the world’s most prestigious maker of luxury goods? 
. (a) Mickey Drexler (b) Nolan Bushnell (c) Bernard Arnault — (d) Bernie Marcus 
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. This indian is now the managing editor of the Wall Street Journal, Europe. | : | 
(a) Dipak Jain | (b) Raju Narisetti (c) Kanwal Rekhi (d) Chanda Kochhar 
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| B. The creativity-simulation technique that tries to make the strategic famillar and the familiar strategic is called: 
| (a) Proxemics (b) pane (c) TaS (d) Kinesics 
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B Who founded Chandamama, the indian fol klore magazine for children? co 
=a ana rid WCE uc — (c) Ketul Patel - (d) Satish Re ddy . 
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ai , Kay Whitmore, George Fisher and Daniel Carp are successive CEOs of which company? | 
@ Kodak (b) Procter&Gamble (c) Motorola (d) AT&T 
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‘ Which buisiness group runs the Wellspring Hospital in Mumbai? 
| bà Reliance eC e Tata (c) ) Pirat (d) rn 












Mee (om M Mer m wn oio o e e ^ DAD Wh em er aede 





we Geom on Qe uk S5 E OR A ne e ie mr ue mx Qv SE e 





Mee She ae op peres 











samne. g 
d 


vin n which year did the Reserve Bank of India allow banks and companies to trade in rupee derivati ves? | 
; e) 2000 (b) 1999 (c) 1998 fd) 2001- 
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| 405 Whi ich resort chain do film star Plerce Brosnan, model Naomi Campbell and Prince Andrew frequent? 
n (a) Hilton International (b) Sheraton ` (c) Amüaiesorts E Four Seasons 
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L Which business personality is the managing editor of Gladrags? Maureen Wadia 
2. Which company did Tom Siebel quit to set up Siebel Systems? Gracie 

3, Who has taken over as the dean of Indian School of Business? Vijay Mahajan 

4. Which watch company owns the Cognoscenti range of watches? Timex 
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. The Malhotra Committee was appointed by the finance min ister in 1993 to suggest reforms in which sector? Insurance 
. Amit Judge of the Turner Morrison Group is the promoter of which coffee chain in India? Barista 


. Who is the founder of Wire and Plastic Products (WPP), which is one of the largest ad conglomerates in the world today? 
Martin Sorrell 


Ez 8. Which company owns the Amaron brand of automotive batteries? Amara Raja Batteries 
_ 9. Which famous hacker has just been released from prison? Kevin Mitnick 
| 10. Who among the following media personalities is on the board of Barista? Tarig Ansari 
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When a customer of 15 years is so disgruntled that 
he closes his account, which bank will not react? “A 
bank with inward-facing processes!” says Shantum 


MEERA SETH 


HANTUM Narain gasped as he took in the appear- 
ance of Vishal Goyal, his sales manager. Vishal was 
togged up in a smart set of clothes, quite unlike the 
Friday dressing that he was seen in on all days of the 
week. "What's this?” asked Shantum. Grinning, 
Vishal said: “I needed a stylish appearance, not so 
much for image, but because I realised that first im- 
pressions of your ability are based on appearance! So, 
from now on, it'll be this new improved look!" 

Shantum laughed: "Vishal, you are a man with depth and 
content. Besides, a new look or even style is not going to in- 
crease sales!" But Vishal was clear: "What use is my depth and 
content if the customer is going to be put off by my appear- 
ance? How do I demonstrate my capability then?" 

"This is highly debatable," said Shantum. Just then the 
phone rang. Answering the call, he said: "My dear lady, you are 
wasting your time and mine. I have severed all relations with 
your bank. Don't ever make the mistake of calling me again!" 
Vishal was surprised. The characteristic politeness that he had 
come to identify Shantum with was shattered by this reply. 
“What was that? Never seen you so annoyed. Ever!” Vishal said. 

^You were just talking of style, yes? And I was talking of con- 
tent? Here is a perfect example of matter over mind," said Shan- 
tum. "After 15 years of banking with Marco Bank, where I had 
three accounts and three credit cards, I put an end to the asso- 
ciation after the way they handled my credit card account. Pa- 
tience? I have been like a priest the last 18 months. Yes, 18 
months of agony! Now I don't even want to think about them!” 

Shantum’s tryst with credit cards began in 1994 when he 
owned a TexOne card. It was a small operation, which was then 
taken over by Marco Bank. Then one day in 1995, Shantum re- 
ceived a Marco Card in the mail, ostensibly to replace the Tex- 
One card; no communication came with it. By then, he already 
owned a Visa card. The new card came with an increased sub- 
scription fee, but since there was the added benefit of using it at 
ATM machines, Shantum paid for the new Marco Card. 

Some years later, he got yet another Marco card in the mail 
— a Marco-Falcon Airways domestic card. “I asked Marco if it 
would make any difference to my life," he said, narrating his 
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story to Vishal. “They said: ‘Everything remains the same; be- 
sides, it won't cost you anything to transfer all your points to 
this one, and now you can also redeem those points with Fal- 
con.’ I didn't protest; I was unlikely to use Falcon, but I could re- 
deem the points against some of those brochure goodies — 
bag, after-shave, belt, etc. Once again, I filled a new form, but 
my accumulated points on the old card didn't get transferred. 

“That year I was transferred to Delhi. My secretary wrote the 
mandatory letters to which I got no replies. So I spoke to Marco, 
Delhi, and they said that the points would be transferred. That 
was 1999. Then one day, sometime in October 2001, came yet 
another card from Marco, converting the domestic card into an 
international card. It said that the day I start using it, it will get 
activated. I hadn't asked for it, but you know howitis: they send 
you a card and make you pay for it later. Now, over the years, 
they have re-branded their card four times, from TexOne to 
Marco to Marco-Falcon Domestic to Marco Falcon Interna- 
tional. I called Marco and told them that I didn’t want it. ‘Never 
mind,’ said the call centre, ‘No costs for transferring old credits 
to this card. And there is no fee on it this year.’ Would they trans- 
fer my reward points to the new card as well? Of course they 
would; ‘No problem, sir,’ came the reply. Would they move all 
my reward points to my Indian Airlines (IA) frequent flyer pro- 
gramme? Of course they would: ‘No problem, sir.’ 

"I was delighted. Despite all this, I was hugely encouraged 
as, by this time, I was planning to use my frequent flyer miles to 
go for the Formula One race in Malaysia in March 2002 — it was 
to be a treat for my F1 crazy teenage son. He was really excited 
about the race. So I decided to club the loyalty points from the 
Marco-Falcon Domestic card with IA and get a ticket to Kuala 
Lumpur. And the Marco guy said it was possible. So, I began us- 
ing the international card, thinking that not only would all my 
points be transferred, but I'd also get to redeem them with IA. I 
began to organise my holiday for the Grand Prix in March. 


TexOne card and those from the Marco Domestic card had 
not been transferred to either my new Falcon International 
card or to my IA frequent flyer programme! I pointed this out 
one Sunday in a long conversation to Marcos call centre. They 
assured me that a form would be sent to me and I could transfer 
all my points to the IA frequent flyer programme. But they 
would first need to check how many points I had accumulated 
since 1998 and would let me know — since the information was 
not available on their computer systems at the moment. 
"Weeks passed as I made five long calls in all — all after of- 
fice hours, after coming back home dog tired from work — to 
find out how many points I had in all. By February it became 
clear that Marco was not going to do anything about the points. 
SoIcalled my personal banker and told him that I'd like to close 
all my accounts and credit cards. Naturally, he wanted to know 
why. I told him my history. He said he would ‘look into it. Noth- 
ing happened. I made another three calls, but again nothing 
happened. March came and went and we did not go for the 
races. So, in April, I called my banker to say I was coming per- 


È December 2001, I discovered that the points from my old 


sonally to close my accounts. It was then that he said my points | 


could never have been transferred to the IA frequent flyer pro- 
gramme! I was really angry. I explained to him that I had been 


following up the points for four months and no one had both- ` 


ered to tell me that I couldn't redeem them with IA! That was 
when I closed both my accounts and surrendered my cards. 
“However, it didn’t end there! In September or October 
2002, I got a call from Marco saying that my points had been 
transferred to Falcon! This was definitely crazy considering | 
had surrendered all my cards! Yet, even at this point, they were 
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unable to tell me if they had salvaged my points from the Marco 
Domestic card, which was a cool 8,000 points. They were un- 
able to tell me why they didn't move my points to Jet Airways, 
an option I had given them as I am a frequent flyer with Jet. All 
they did was give me a name and number in Mumbai for Fal- 
con that would help me in future with my points. 

“I think the guy at Marco is giving himself brownie points 
for having closed my case in a way that has satisfied him and his 
process. I had to comfort my tearful son — that after I had spent 
many hours speaking to Marco's customer care and lost a cou- 
ple of years of loyalty points. I told myself that for the grief they 
gave my son, there can be no price, no association with Marco!” 

“Clearly, it appears to me there is something wrong with 
Marcos interface with its call centre operations,” said Vishal. 

“Yeah, the call centre guy was my biggest problem,” said 
Shantum, “since he refused to take my problem to his 
boss or anyone at Marco. He simply said that he'd 
fix it. He didn’t have a designation. They all 
had names, different ones every month. 
It was a nightmare explaining my 
problem to each of them and shak- 
ing them out of their indifference 
into retrieving the details.” 

"Didn't you then call the 
bank to complain about their 
service?" asked Vishal. 

"Of course I did," said 
Shantum, "but every time 
you call Marco they give 
you the call centre num- 
ber and say: 'Please call 
this number if you have 
any problem.’ Even if 
you tell them that you are 
facing a problem with the 
customer care guys, they 
insist you call the same 
number. It was only when I 
told the personal banker 
that I was going to close my 
bank accounts that he sat up 
and took notice because one of 
them was of high value. But it 
didn't work. Because, I think, Mar- 
cos internal system is not geared to 
handle this. Or take decisions at a 
lower level. And change some rules of the 
game. Marco is very rigid and thinks that 
customers come in strait jackets as well! 

"Andisn'tthis a glossy bank, with lots of appeal and 
accents flying around? Don't they have the best customer ser- 
vice on Earth? Don't they have the largest number of services? 
Don't their ads feature smiling girls who say all this?” Vishal 
shook his head in disbelief: “When a process is completely sys- 
tem-driven, what happens is that it loses a human face/inter- 
activity/feeling. It is simply a system-controlled process and 
every human who participates with it, in it, idiotically follows 
the system process as if he were playing snakes and ladders." 

"But of what use is all this to a harried customer?" asked 
Shantum. “I had thought: ‘Okay, so they couldn't solve the 
problem in a month, give them two.' But oh no! Eighteen 
months is what it took them and even that ended with my clos- 
ing my accounts and cutting up my cards." 

"Even then they did not take notice?" asked Vishal. 

"Who was there to notice?" said Shantum. "It was like the 
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bank and the call centre were completely different companies, 
divorced from each other in thought, word and deed!" To 
demonstrate that, Shantum went on to detail a typical conver- 
sation with the call centre, the customer care wing of Marco: 

Customer Care (CC): Marco Bank, Rajiv here. Good evening. 

May I help you? 

Shantum Narain (SN): I want to know if my loyalty points 
from the old card have been transferred to my new card. 

CC: Can I have your card number please? 

SN: 123-4567-890 

CC: Your date of birth? ... Expiry date on your card? ... Okay, 
thank you. Give me a moment please... you have 7,502 points on 
your card. 

SN: No, no.... I had 9,203 points on my Marco domestic card 

and prior to that on my Marco TexOne card some 8,000 points. 

Altogether, I should have more than 20,000 points, if 
you add the international card too. Have these 
two been transferred to the current card? 

CC: Hold on sir, I'll check.... No, I can- 
not see any points transferred. You 
have 7,502 points. 

SN: Do you have 10 minutes? 
I'll explain to you. On 2 October, 
I spoke to Dev at 11.05 p.m. 
and then again on 10 October 
to Sandhya at 1.20 a.m. and 
both of them promised that 

theyd look into the prob- 

lem and ensure that my 

points were transferred. I 

haven't been able to 

speak to either of them 
since, but I've spoken to 

Tony twice, once on 14 

November and then 

again on 24 November... 

CC: Yes sir, 1 can see 
from your records that you 
spoke to them and then to 
Saurav on 14 December. 

SN: Yes. You see, I had a 
Marco-Falcon Domestic and 

prior to that a Marco-TexOne 
card, the loyalty points from both 
had to be transferred to my Marco- 
Falcon International. 

CC: Can you give me your Marco-Fal- 

con Domestic number? 

SN: Well, it's almost midnight; I'll have to dig 
out my files. 
CC: Sir, I need that number to help you. 

SN: Okay, hang on... (five minutes later) It is 124-394-7451. 

CC: Sir, lam unable to make out from our computer records 
if your points have been transferred. Can you explain the prob- 
lem to me so that I can help? 

SN: Okay, Rajiv, I explained this to Saurav, Tony and Sand- 
hya before and all of them promised to help. I can see that noth- 
ing has really happened. But I'll explain it to you as well. Sand- 
hya did say that she would ask the Chennai office to get in touch 
with me. Maybe you can just give me the name and number of 
the person in Chennai and I can speak to him directly? 

CC: Sir, I don't know whom she meant. I will ensure that my 
supervisor gets your complaint and has your problem sorted out. 

SN: Who is your supervisor and how can I speak to him/her? 

CC: Sir, Iam unable to tell you who the supervisor will be. 























Can you explain the problem? 

SN: (Narrates history of problem, takes 10 minutes to do so.) 

CC: Sir, can I have the Marco- TexOne card number which 
you had in Mumbai? 

SN: That was seven years ago, I don't have records of it. Surely 
your computer system has a record. 

CC: Sir, I don't have old records in the system. I will have to 
ask Chennai to retrieve the information. 

SN: If your computer system doesn't have it, how could I have 
kept them for so many years? Am I expected to keep records of my  : 
transactions for a lifetime? 

CC: Sir, I suggest you keep records of everything for emergen- 
cies like these. 

SN: Then what's the use of talking to you if I am expected to 
produce everything and not even told that I am speaking to the 
wrong person and that I should be speaking to your supervisor? 
Besides, this emergency began three months ago, someone 
should have asked me for this number a long while ago... 

CC: I am sorry sir, but if you give me the old card number, I 
can help. Otherwise, you'll have to wait. 

SN: But when I call next, you will not beon line. Instead there 
will be a Rekha or a Ramesh. And I'll have to start all over again. 
And I am running out of time and patience. 

CC: Sir, I will register your problem and we'll get back to you. 

SN: But Saurav, Tony and Sandhya all promised the same 
thingand no one has got back to me yet. 

CC: Iam sorry; I promise to look into this and get back to you. 

SN: In how many hours will you get back to me? 

CC: Sir, three weeks. 

SN: Three weeks??!! After Tve spent three months trying to ex- 
plain to you guys what I want? You have any idea what this is do- 
ing to me? 

CC: Sir, I assure you, we'll let you know what happened to 
your points... 

SN: But now I have run out of time. I need to know in another 
three days so that I can use my points to buy an airline ticket. 

CC: Sir, It will take three weeks. 

SN: But that's not good enough. You give me the name of the 
person I can speak to at Marco and I'll do it tomorrow morning. 

CC: Sir, lam not authorised to give you the name of anyone at 
Marco Bank. 

SN: You are incapable of addressing my problem. You don't 
even know what your colleagues promised me. You are clueless 
about my problems history. You don't know who in Chennai was 
asked to address the problem. You are unable to help me take 
this problem to a person who is authorised to solve it. You are 

just wasting my time. 

CC: You have no other alternative, sir. And rest assured, we'll 
look into your problem. 

SN: That's the problem. I have no other alternative, except to 
waste my time! I want a solution. Not someone taking down my 
problem for the 200th time. 

CC: Sir, I apologise for my colleagues and for the fact that 
your problem has not been solved. But give me three weeks... 

Looking at Vishal, Shantum said: "Marco owes me those re- 
ward points — and they are substantial. But knowing them, if 
they didn't do anything about it in seven months of me follow- 
ing it up personally, what will they do without me to hound 
them? Suppose I had not paid Marco Bank for seven months, 
citing ignorance, details not available, etc., would they have put 
up with me? There is no way a harried customer can penalise a 
bank! In one shot, Marco lost three highly-used credit cards and 
two high-value bank accounts. 

"And now, after all this, they have transferred all my loyalty 
points to Falcon Airways! They are nuts. What will I do with Fal- 
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con? When they said they couldn't transfer the points to Indian 
Airlines, | said okay, then Jet Airways. But in April, it became 
clear that they were not going to do even that. So, I asked them 
to stop wasting my time. Shouldn' they have reverted to me, 
the customer? Oh no! They decide for customers, so they just go 
and transfer it all to Falcon without so much as speaking to me. 

"To me, it is evident that Marco is following a process that is 
convenient for the company and not for the customer. They 
don't care about the customer. As if adding insult to injury, they 
told me that if I need anything else now, I have to call Falcon. 
Why? I have no relationship with Falcon in any way, not even a 
stray uncle working there! | was never a customer of Falcon; I 
was a Marco customer. And I expect Marco to resolve my is- 
sues, not Falcon. | mean, why didn't they move it to, say, Col- 
gate?" said Shantum and laughed. Then on a serious note he 
continued: "So, it bothers me that Marco, even after I told them 
not to bother, went and did something because their ‘process’ 
requires it: find a solution; any solution will do!" 

Vishal said: "Considering all this, I would have behaved 
more rudely with them!" 


needs to pay attention to: the thought behind behaviour. 

Not simple market research and consumer behaviour, but 
the thought process that prompts a consumer to behave the 
way he does. Anyway, my opinion is that Marco is unable to 
customise its service to the point that even an ordinary con- 
sumer wishes. Like I said earlier, Marco's processes are inward- 
facing rather than customer-facing." 

Vishal grinned and said: "I guess it's all owing to the deluge 
of new services and products today. But what really differenti- 
ates a company is the 24/7 service you can provide the cus- 
tomer. But mercilessly and meaninglessly, that is now being 
outsourced to call centres!" 

"No problem with that," said Shantum, "but how tuned in 
are they to the service being provided through them? For that, 
there has to be continuous interface, but what I have seen is 
that the bank knows not what the call centre doeth! And proba- 
bly does not care! And this is Marco, which claims it 'knows its 
customers’! Know me? And that is the greatest irony that played 
up this morning when Marcos call centre called saying that 
they would reactivate my Gold card without any fees if I 
wanted. That lady doesn't know I have closed my card account! 
She doesn't know I am disgusted with the bank! She has no clue 
about my history! All she knows is that my card shows up on her 
computer as 'not active. And she uses native marketing skills 
and calls me. I just told her to shut up and not waste my time. 

"If Marco had a way of updating my history for the call cen- 
tre, this kind of idiotic incident wouldn't have happened. But 
Marco assumes that instances like mine are few, and not worth 
including in their process. The real number of such incidents is 
quite high, but don't appear as a statistical figure for Marco, be- 
cause the relevant executive doesn't report it as an upset cus- 
tomer. Why, I didn’t fill in any feedback form while closing my 
account. My letter to close the account was a bland one drafted 
by the executive (as an act of 'convenience' for me); I simply 
signed it. The letter didn't assign a reason for my closing the ac- 
count. And this is Marco, the greatest bank on Earth! So call 
centres are limited by the inputs that the company provides." 

Then tugging at Vishal's designer tie, Shantum said: "Marco, 
too, spent a lot of money showing off its gloss. That made me 
buy their substance. But truth is, they want to look good in the 
mirror, the customer be damned! So if you have substance, 
spend time to see if it pervades your processes; the customer is 
actually very smart. He will know when you really care!" ti 


T»s said Shantum with emphasis, "is what marketing 
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tions need to take four steps to under- 

stand what builds customer value: 

ll Who is the customer and what does 
he want? — insight attributes 

@ How well their product works com- 
pared to the available alternatives? — 
functional attributes 

li How is the customer delivered the 
proposition? — process attributes 

Bi What is the efficiency with which the 
proposition is received by the customer? 
— relationship attributes 

One step must lead to the next in a 
circular process to maximise the proba- 
bility of building sustainable customer 
value. Not only must this be accom- 
plished at the individual customer rela- 
tionship level, but the whole system 
must also be designed to aggregate indi- 
vidual interactions at the organisational 
level to ensure that the overall business 
structure is robust. 

It appears that Shantum is dealing 
with an organisation that may be 
roughly on target as far as insight attrib- 
utes are concerned. It is trying to keep up 
with competition on the functional at- 
tributes front, implementing a global 
KPI (key performance indicator) for the 


T: be successful, service organisa- 
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process attributes and has not even be- 
gun the journey towards the relationship 
attributes. The first step is concerned 
with the target, the second and third the 
means and the last one the end. Strange 
that a leading organisation would spend 
so much on the tooling capacity to 
launch and deliver a proposition and 
provide so meagrely for the eventual ob- 
jective. After all, what did the customer 
gain in the end? The organisations exter- 
nalfocus seems to be more on watching 
competition and launching something 
in response even ifthe customer consid- 
ers it unnecessary or redundant. The in- 
ternal focus appears to be on the Holy 
Grail of best practices — an IT-heavy 
deluxe version of a CRM initiative. They 
are either responding to competition or 
internal dynamics. None of these were 
ordained by the customer 

The organisation clearly needs to 
work on a feedback loop that runs from 
the Process Attribute to the Relationship 
Attribute. The process should allow for 
escalation to the account manager 
much before the matter has become fait 


accompli in the hands of the customer. | 


identify the root causes in the belief th 
erecting barriers will mitigate this. Me 
suring absolute rates of defection do 
not necessarily tell the organisatio) 
what will bring customers back or whi 
ones to prevent from leaving first. 
ll The focus gradually shifts to the to: 
tier customer who represents strateg 
value in the classic top-to-bottom se 
mented customer pyramid — retain hi 
and try to cross-sell other products, go 
the credo. The paradox here is to make 
customised value proposition to cu 
tomers who represent strategic value 
the business and deliver an enhanc: 
set of benefits. 
@ Modern day principles impel orgar 
sations to focus on spending erosic 
across the full spectrum of custome! 
Watch for early signs to stem the dow. 
ward course in spending long before tl 
customers actually defect. This is forcii 
organisations to target multiple prop 
sitions across the whole pyramid of cu 
tomers segments, to correct any dow 
ward migration in the spending habi 
long before it leads them to defect. 

It would appear that Shantum 


It appears that Shantum is dealing with an organisation 
which has suddenly revamped its operations and taken a 
giant stride without having built the technical and socio- 
cultural tapestry around the customer's needs 


This would be an equivalent of a third- 
party injunction granted by the courts! 
An aggregate pile up of such a systemic 
neglect of a high-value customer like 
Shantum can destroy the strategic value 
of a customer service-centric business 
like financial services with ever growing 
ranks of alternatives. 

Managing the strategic value of a 
business that hugely relies on customer 
relationships has been evolving histori- 
cally. I would classify these into four 
broad stages that have emerged over the 
years. Organisations must understand 
these and identify which stage of evolu- 
tion in their business to devise appropri- 
ate action standards: 

ll Organisations first try to measure and 
manage customer satisfaction as an ab- 
solute in the belief that increasing it 
would drive loyalty. A broad measure of 
satisfaction can tell an organisation if 
customers are likely to defect. But satis- 
faction alone does not tell them what 
makes them loyal. 

ll Next comes the imperative to mea- 
sure customer rates of defection and 


dealing with an organisation which do 
not even qualify to be in the first stage 
managing customer satisfaction. Th 
may have 21st century technology b 
customer retention capability of the 7( 
But that has not prevented them fro 
proliferating cards as if the first card h: 
run the full course and provided the 
the necessary insights to maximise fu 
ther strategic value with a fresh car 
They have, in Shantum, a model cu 
tomer who is making an effort to initia 
the Relationship Attribute — yet they r 
main unmoved. They are not listening 

It is quite possible that in real lil 
Shantum would downgrade his relatio: 
ship, reduce the spending before bo! 
ing. In industries like retail and crec 
cards, where customers generally de 
with more than one company, such a 
tions are easy to take, unlike in secto 
where a customer might seem to have 
single provider. 

On one count, I would also fat 
Shantum. Customers rarely ask for mo 
cards, but often get offered more — aft 
all, it does feel great to possess a raft 
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cards. Shantum should have read the 
danger and refused the needless acqui- 
sition of cards directed towards him. Or- 
ganisations often do not realise that a 
new card may be seen as a gateway to an 
incremental stream of spending in the 
short term, but may cause bigger prob- 
lems in managing customer expecta- 
_ tions and relationships in the long run. 

By launching cards mindlessly, it 
seems they are either responding to 
competition or internal dynamics. 
. These may not work particularly if we 
. were to accept that they must success- 
_ fully negotiate the four effective steps 
- {what are we to do?) and calibrate their 
- progress along the four broad stages 
_ (what will work with the customer?) be- 
fore deciding on incremental action. 
The key goal must be to capture increas- 
ing amounts of the lifetime value of 
high-value customers by creating incre- 
mental offers that respond to the evolv- 
ing individual needs over long span of 
_ time. Dishing out another card when the 
first one has not fully tapped potential 
strategic value can never be the right ap- 
proach. It appears Shantum has high- 
value accounts with the same organisa- 
tion and we have not seen much being 
done to leverage that in the series of 
cards directed towards him nor anything 
_ about how the organisation addressed 
-his evolving needs over a long associa- 
_ tion stretching many years. 

The larger problem could be that 
thanks to microchips, organisations 
routinely collect and store huge volumes 
of information about their customers. 
Thanks. to Continuous Relationship 
Marketing (CRM) tools, this valuable re- 
- source may not lie inert but can be used 
to create customer segments that can be 
used to test and maybe introduce cus- 
tomised new propositions. The ones 
that live up to the action standard can 
swiftly turn into a broader spectrum 
marketing initiative. It would appear 
that Shantum is dealing with an organi- 
sation which has suddenly revamped 
and taken a giant stride without having 
incrementally built the technical and so- 
cio-cultural tapestry around his needs. 
Regrettably this may have buried or pos- 
sibly lost away more than 15 years of 
valuable association into archives. 
Heavy IT initiatives can be implemented 
within weeks if budgetary support is 
available but the customer loyalty is to 
die for and can take years to nurture and 
harness. Introducing both simultane- 
ously is often going to expedite delivery 
of a process devoid of any emotional 
content that the brands otherwise strive 
to deliver at the larger scale. The end re- 
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sult is a robotic repetition of the redun- 
dant information at the cost of the need 
fulfilment. 

If the organisation were to test the 
call centre activity as though it were a 
large below-the-line marketing initiative 
to see how aligned itis to the brand value 
proposition, they would recoil at the 
thought of letting them lose so shabbily 
on to their customers — so directly. 
However, if they were to erroneously 
view this as a cost-effective way to man- 
age a high-volume communication 
transaction, the focus would shift to effi- 
ciency parameters that are seeking to 
measure something entirely different 
bearing no relationship to the emotive 
content. These appear to be at the core 
of the two underlying problems: 


E The tendency to focus on information | 


technology rather than the business out- 
come. In many organisations, CRM may 
have been introduced by the IT unit and 
it does not have sufficiently close coordi- 
nation with marketing, sales and cus- 
tomer service. The result is expensive 
systems that do not necessarily deliver 
either successful customer value or im- 
proved profits. 
Bi Large-scale systems with long-term 
promise are often preferred to an incre- 
mental approach with immediate im- 
pact. Many organisations attempt to si- 
multaneously install all the elements 
that are often alien to local customer 
needs but laterally introduced following 
the paradigm of global best practice. 
One point in the defence of large ser- 
vice organisations struggling to deliver 
mass customisation must be made 
though. Because they thrive on relation- 
ships, service propositions tend to be 
more personalised and are continuous 
in nature. IT-led automation may enable 
a more favourable handling of continu- 
ity and consistency but personalisation 
is generally imperilled. One false step 
can set back a whole stock of history of 
otherwise well-managed service deliv- 


ery protocol. In this respect, the business: 


is generally more complex to manage 
and more sophisticated in their ability to 
understand their customers than the 
normal FMCG environment where 
product use tends to be more discreet, 
impersonal and non-interactive. 
Shantum could be right in theory in 
concluding that he is the unfortunate 
statistical casualty in an otherwise very 
well-managed customer service centric 
programme that routinely busts strin- 
gent SLAs, but that does not appear to be 
the case. B 





These are the author personal views. 
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communication, companies are rush- 

ing to keep pace with the changing 
times — often at the expense of the con- 
sumer. The need to say 'I have a 24/7 call 
centre with 500 seats and sophisticated 
technology, has began to outweigh the 
reason why this technology was adopted 
in the first place — to serve the con- 
sumer. If you are unable to use technol- 
ogy to enhance the consumer experi- 
ence, it is of no use at all. 

Today, it is not just the service prod- 
uct, but the entire 360° experience that 
has to live up to the expectations of the 
consumer. This includes superior ser- 
vice, which is fast becoming a key differ- 
entiator in an increasingly crowded 
banking and financial service world. 

Today, consumers are smarter, more 
aware and more demanding than ever 
before. They are not afraid of change and 
are willing to explore new options. Hav- 
ing systems and processes that suppos- 
edly increase Marcos efficiency, but do 
not help the consumer is pointless. 
There are three key points here which 
Marco should keep in mind to build last- 
ing bonds with customers. First, a con- 


|: this era of technology and instant 


| 


$ 
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tinuous training programme for all call 
centre and customer interface represen- 
tatives; second, a strategy for integrating 
all customer programmes and third, a 
strong system of checks and balances 

When pilots are trained in flight sim- 
ulators, they are made to ‘fly’ the plane in 
the toughest circumstances and most 
improbable of situations. This is to en- 
sure that should the situation really 
arise, the pilot will know what to do. Sim- 
ilarly, before launching its call centre, a 
bank should put call centre operators 
through a simulation where every possi- 
ble problem is thrown at them and they 
are taught how to tackle it. Had this been 
done, problems like the one Shantum 
faced would have been sorted out long 
before the first call was made. 

Training is not a one-time event, but 
an on-going initiative. Surprise calls 
with impossible problems must be 
made to ensure that consistent service 
levels are maintained. In almost all cus- 
tomer service initiatives, systems and 
processes must be designed with Mur- 
phy’s law in mind — if left to chance, 
things will go wrong, hence systems and 


processes must ensure that all conceiv- 
able eventualities are guarded against. 

It is not impossible to create these 
systems and processes. Banks have ex- 
isted for many years and most of the 
problems that consumers face are well 
known. Hence, building mechanisms 
which help deliver efficient results in a 
time-bound fashion should be simple. 

Marcos private banker, the call cen- 
tre, the Chennai facility and the service 
partners (Falcon) seem to have operated 
in isolation. Marco needs to have a 
seamless customer interface for all its 
functions and divisions. This would re- 
quire an integrated customer service 
strategy. With the variety of products 
available (accounts, credit cards, etc.) 
along with the number of partners and 
associates (airlines, DSAs, etc.), a full- 
scale integration strategy is critical. With 
the enhancement in technology, there 
shouldn't be any problem in providing a 
single point of contact. 

All information must be easily acces- 
sible at a single source (the call centre), 
and operators must be able to access in- 








formation from any ofthe other partners 
without delay. To make sure this strategy 
works, all networks, systems and 
processes must be integrated. This ap- 
plies not just to the technological as- 
pects, but also to other aspects, like how 
the frequent flyer system works and how 
various accounts are managed. All call 
centre operators must be fluent in the 
knowledge of all the banks products and 
services and their rules and regulations. 
Shantum should never have been asked 
to contact the airlines on his own. All in- 
formation and rules of the programmes 
should have been available with the call 
centre operator. This would have helped 
in arriving at a quick and efficient solu- 
tion to the problem. 

In an era of rising competition, 
where differentiation is determined on 
the width and depth of products and ser- 
vices, astrong integration strategy is crit- 
ical. Also, there must be a system of 
checks and balances whereby the con- 
sumer has recourse if he or she should 
face a problem. In fact, with the level of 
computerisation available, it should be 
easy for supervisors to monitor the oper- 





ators and their systems and ensure that 
no issue is pending for longer than a pre- 
defined period of time. Whatis the use of 
technology if efficiency and effective- 
ness is not enhanced? Systems must be 
in place to alert the bank that there are 
pending issues. There must also be an 
option on the initial call-in menu, which 
allows consumers to give feedback on 
the quality of service. Better still, there 
should be a number on which cus- 
tomers can call to talk to supervisors. 
This feedback should be directly re- 
ported to someone senior in the bank 
who can then take corrective action. 
Many consumers have shifted to 
new private and foreign banks for the 
supposedly better service and efficient 
handling of their accounts. The gloss of 
these banks will attract the consumer to 
come and open an account. However, 
they cannot retain him if their service is 
poor. Vishal Goyal is only partly right 
when he says that his stylish appearance 
will get him business. It may help him at- 
tract new consumers, but they will not 
stay for long if they are not treated well. $ 


MAGAZINE OF THE NEW ECONOMY l 56 \ BUSINESSWORLD 3 MARCH 2003 









eJ Career information that makes sense, 


YOUR GATEWAY TO ENRICHING ACADEMIC | 








imd INESS SCHOOL 


: IFIM B-School, Bangalore, is one of the fastest growing institutes and ranked amongst the top 50 B-Schools 
| autonomous institute, recognized by All India Council for Technical Education, Ministry of HRD, vermehrt 
two- ) fear full time Post Graduate Dipl oma in Management (PGDM) course, Executive MBA, Consult ney Rese 


The institute with a vision of developing a world class business school wishes to recruit 
the high profile faculty in the following areas. 





ans o Human Resource Meraner . Opata oi s Business Polic e y id Strat 





nistration serving : as Dean in | | 
eputed Management School 











DOs Misi i in E discipline 
with good track record. 
























The candidate should be either doctorate 
from premier university / institute or 
ould have equivalent published research 
work or post-graduate in the discipline 
with good track record. 


in the range 
between Rs.14,000/-_ 






Minimum 2 years for doctorates 
_and 5 years for non-Ph.ds in 
applied research / teaching / 
training / industry. 












sesides compensation package and other perks, faculty are allowed privileges of consulting and participatio: : 
` corporate training programs with a scope of earning additional income as per institute rules. e 
4 terested candidates may rush their detailed curriculum vitae including recent publications and key a 


The Director, 


INSTITUTE OF FINANCE & INTERNATIONAL MANAGEMENT 





#2461, 24th Cross, Banashankari | Stage, Soi a 560 070 Tel.: : 671372, 6711495, 671266 Fax: 080 - 6710869 


Marisaa 


ACCOUNTING 


- - ifo 
TTA 
a 


laws and lower 
returns are 
pushing firms to 


try out new ways 
of doing business 





THE BOOKS 
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F you want to look at the future of In- 

dian accountants then you must visit 

the Santacruz Electronic Export Pro- 

cessing Zone (Seepz), Mumbai. 

Seepz is better known for the clutch 
of software companies that operate 
there: In one such company, Datamat- 
ics, you will see rows of antiseptic cubi- 
cles pretty much like the ones in any 
software company, except that people in 
the cubicles are not writing software. 
They, believe it or not, are compiling tax 
returns. From a certain angle, this will 
appear like a business process outsourc- 
ing (BPO) operation. But tilt the flash- 
light at a different angle and this is what 
you will see: a large volume of the tax au- 
dit work that is normally done by quali- 
fied chartered accountants (CAs), or, at 
the very least, by those in articles, is be- 
ing done by commerce graduates. Calm 
down though: it is not an accountant- 
less future that we are talking about. In 
fact, far from it. 

It is just that the accounting profes- 
sion is now going through a transition 
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that will completely change the way it 
functions. The shift could not have come 
at a better time because accountants 


have gone through an extremely rocky 


eight months of WorldCom, Enron and, 
closer home in India, Rolta. The change 
is different for different types of ac- 
counting firms. 

First we have the Big Four firms — 
Ernst & Young (E&Y), Deloitte & Touche, 
PricewaterhouseCoopers and KPMG. 
They are trying to find out where their 
audit practice, which is a low-return 
business for them, fits in with the more 
profitable investment banking, corpo- 
rate finance and tax advisory work. 

Next, there are the 40-odd medium- 
sized firms with turnovers of at least Rs 1 
crore and at least seven partners. They 
are now trying to scale up their opera- 
tions by adding new service lines and ex- 
pertise to be like the Big Four and also 
keep pace with their clients that are 
growing rapidly. 

Finally, there are the small firms that 
form the bulk of the profession. At pre- 
sent they are trying to cope with the loss 
of their bread and butter businesses — 
income tax audits — that are becoming 


too simple to require any help from an 
accountant. And most of these accoun- 
tants survive on the basis of the compul- 
sory audit of accounts. Very few have the 
wherewithal to do non-compulsory au- 
dit, like information or systems and 
process audits. 

Whatis making this transition neces- 
sary? Most of it has to do with changing 
economics and complexity of the ac- 
counting profession. At the low end of 
the spectrum, the government has made 
the ordinary tax work that accountants 
do for individuals easy. Jayant Gokhale, a 
member ofthe Institute of Chartered Ac- 
countants of India (ICAI), says: “Saral 
was the starting point, but other forms 
for filing tax returns are much easier to 
fill out today. Earlier, these forms were 
much more difficult to comprehend and 
file and, therefore, people had to rely on 
the accountant. In the future, the need 
will reduce drastically." 

ICAI members believe the direct-tax- 
related audit business, where accoun- 
tants ensure that an individual has filed 
his income tax returns properly, will 
shrink over the next 2-3 years. From this 
year onwards, all forms of audit — cor- 
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porate and individual — 
are also going to become 
more expensive. Till now, 
hordes of aspiring CAs 
were a cheap source of 
labour for accounting 
firms for their audit work. 
No longer. New ICAI rules 
say that only those aspi- 
rants who have cleared 
the first stage of the two- 
stage examination will be 
allowed to join in articles, 
Till now, all the 120,000- 
odd students who appear 
for CA examinations every 
year could be employed 
by CA firms for low-end 
income tax audit work, 
Now only the 25,000-odd 
who clear the first stage 
can be employed by CA 
firms. “There will be a re- 
duction of almost 70% in the manpower 
supply,” says Gokhale. This cost push af- 
fects all the firms, but will hit the smaller 
firms harder. “Those firms that do not 
change will find it difficult,” says Ashok 
Chandak, ex-president, ICAI. 

So can small firms survive? Nitin 
Shingala of Shingala and Company 
seems to have found a few answers. (We 
wont tell you what he does fora living. 
The ICAI forbids it. But go ahead, take a 
wild guess.) He takes over the payroll 






No. of 
partners 


and bookkeeping functions of compa- | 


nies and manages them within his firm. 
He started the business in 1995. “At the 
time, I was the internal auditor for a 
company whose statutory auditor was 
one of the Big Five,” remembers Shin- 
gala. “They asked me to help out a large 
international client of theirs who 
wanted to outsource some work to In- 
dia." Shingala took on the job of provid- 
ing bookkeeping, fund management 
and payroll services and management 
reporting for the company. He still pro- 
vides these services to that company, 
which, today, has a large and growing 
business in India. 

Other work followed quickly — from 
one of the large global consulting firms, 
software services companies and for- 
eign manufacturing firms, among oth- 
ers. Shingala now provides such services 
for around 10 companies, most of them 
MNCs. He prefers them to working with 
Indian companies. “Indian companies 
tend to outsource only on a short-term 
basis, whereas the MNCs prefer long- 
term commitments,” he says. “Plus, 
there is scope for more value-added 
work when it comes to MNCs. Also, In- 
dian firms have this constant turnover of 


The Tail Wags 
The Dog 


Or in which the majority 
are one-partner firms 
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wants to renegotiate the 
contract you have with 






ple and offers both on- 






% of firms 





year," says Shingala. 
In fact, like the Big 
Four, he uses the seem- 


payroll services as a door 
opener. "Once you offer 
these services, you can 
gradually offer 
value-added advice, even 
to the extent of advising 
them if they want to doa 


managers, each of whom | 


them to cut costs." Nowa- | 
days, he employs 25 peo- | 





site and off-site work. - 
"There are employees of | 
mine who sit in ourclients | 
offices throughout the | 


ingly less exciting work of | 


more | 


deal in India,” says Shin- | 


gala. The way Shingala | 
looks at it, firms like his will do more and | 
more of this kind of work. “These days, | 
auditing small and medium clients is | 
not enough for survival," he says. “Also, | 
most of the large companies prefertobe | 
audited by one of the big accounting | 
firms. Entry barriers to people lookingto | 
set up their own firms are getting higher | 


all the time." 
And if a small firm has to survive, it 
has to dish out specialised advice to its 


clients. In a sense, being small is no ex- | 


cuse for not having expertise, Consider 
the case of Gautam Nayak. His was a 
small firm. But soon his clients started 
looking to him for advice on cross-bor- 
der tax issues and transfer pricing. 


“Though I had increased my knowledge | 


ACCOUNTING 





of transfer pricing, I was not that strong 
in the other two areas,” says Nayak. He 
tried the standard route that small firms 
take — referrals to other small firms with 
specialist knowledge. “Big corporations 
can handle it, but the smaller companies 
today are more comfortable dealing 
with one person. It increases complexity 
if they have to deal with four accounting 
firms,” says Nayak. 

He did the logical thing. He joined 
hands with Himanshu Kishnadwala and 
Shariq Contractor. Kishnadwala has 
built up skills in tax and audit while 
Contractor specialises in internal 
control systems. “The accounting indus- 
try will see more of this trend. Smaller 
firms have begun to seek out comple- 
mentary partners and consolidate,” says 
Ashok Chandak. 

For mid-sized companies like N.M. 
Raiji and the Haribhakti group, the chal- 
lenge is different. Till now, they were 
happy to resemble Amitabh multi-star- 
rers of the 1980s. “Most of these so- 
called mid-sized firms have been built 
around one strong partner. Like Arun 
Gandhi is the lynchpin of N.M. Raiji, 
Homi Billpodiwala of Sharp and Tan- 
non, and Shailesh Haribhakti of Harib- 
hakti group," says a CA. If the key partner 
leaves the firm, it usually decays. There- 
fore, these firms have to acquire new 
skills in other service lines. Why? "In ear- 
lier days, one strong partner could afford 
to drive the firm because relationships 
got you the business. Today, except for 
basic tax and audit, no work is based on 
relationships. It is all tendered — you 
have to go out and win that business," 
says Haribhakti. 


N. Shingala is managing complete functions for his client companies 
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His firm has also built up competen- 
cies in information systems audit. Think 
about it. With enterprise resource plan- 
ning (ERP) being used more and more 
by small and medium companies, 
Haribhakti says the old way of auditing, 
where an accountant went through 
vouchers and cash receipts, will become 
passe since those paper receipts and 
vouchers simply won't exist. “Ultimate- 
ly, our computer systems should be able 
to connect to the system of our client, be 
able to spider through it and perform the 
audit,” says Haribhakti. 

Information systems is such a big is- 
sue with the accounting industry that 
the ICAI has now introduced a large 
amount of computer systems course 
work in its syllabus. It has also tied up 
with IT training firms like SSI, NIIT and 
Aptech to deliver specialised informa- 
tion systems knowledge to practising 
chartered accountants. Apart from in- 
formation systems, business strategy 
consulting skills are also in demand. “We 
recently hired an engineer-MBA. The 
first time my firm has done so. And he is 
one of our brightest chaps,” says Harib- 
hakti. For mid-sized firms, the situation 
is also complicated by the fact that they 
have to find a smart way to deliver low- 
end audit work more efficiently. They 
cannot afford to lose that work — not 
with their size. 

So more and more mid-sized firms 
are thinking of using technology to han- 
dle high-volume, low-value audit work 
and also build skills in business strategy 
consulting. Haribhakti has tried an in- 
teresting experiment through his al- 
liance with Datamatics. He uses his 
knowledge of accounting to audit US tax 
returns. The process is simple. Paper tax 
forms are scanned into digital format. A 
software is used to pluck out the data 
from forms and is sent to the Datamatics 





Type of practice 





Fee Structure (mid-size & large firms) 


Fee range (in Rs) 


2 lakh-5 lakh 





a. 


centre at Seepz. The methodology of au- 
diting resides in a software and, there- 
fore, ordinary commerce graduates, too, 





can check the forms using the system. If | 


. they discover a problem, they simply ask 


for more details like the scanned image 
ofan invoice or a purchase order. 

Haribhakti is now keen to roll out the 
system in India to help companies and 
individuals file tax returns. If you sign up 
for his service you will be able to fill up 
your tax returns online. But what about 
the paper evidence that you need to sub- 
mit, like photocopies of your invest- 
ments or your bank statements? You will 
be able to submit them at his centres, ul- 
timately to be set up in 106 cities, where 
they will be scanned and verified or rec- 
onciled electronically. "This will allow 
me to cater to even the retail customer. 
Why should people think of going only 
to the nearest accountant if they can af- 
ford the services of more reputed 
name?" says Haribhakti. 

If the mid-sized firms are 
trying to model themselves 





mean the Big Four are the 
way to go? Not really. The Big 
Four are only now realising 






they face. Audit work is rela- 
tively low-return. It's also 
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5 lakh-23 lakh 
+ 1-2% success fee* 


Investment banking 0-12 lakh 


“Success fee is a percentage of the total value of the transaction. So if an invest- 
ment bank raises Rs 100 for a client, he will get Rs 1-4 as success fee. 

Smaller firms have been left out because they rarely offer anything more than 
Data source: Industry estimates 


audit or tax advice on a formal basis. 


+ 1-4% success fee* 





risky — Samuel DiPiazza, 













acts as a door opener — it 
gives the audit firm complete 
knowledge of how its client 
works and this can be used 





on the Big Four, does that | 


the Devil's Alternative that | 





global CEO of PwC, claims | 
that over 30% of his revenues — 
go toward insuring the audit | 
business from the cost of liti- | 
gation. Yet audit work also | 





S. Haribhakti says in the age of 
tenders personalities don’t work 


by the consulting and corporate finance 
practices. Yet, globally, the Sarbanes-Ox- 
ley Act, and in India, the Naresh Chandra 
Committee report, both aim to prevent 
this kind of ‘cross-selling’. If you can't use 
the audit work to sell your client consult- 
ing services, why not junk audit anyway? 

“Fees from consulting and corporate 
finance can be highly volatile, but audit 
provides a steady stream of income,” 
says Haribhakti. Ashok Wadhwa agrees. 
Though corporate finance now ac- 
counts for the bulk of the revenues from 
the combined RSM and Ambit (in 1997) 
firms, he doesn't intend to junk the audit 
business. Says Gokhale: “I doubt 
whether the Big Four will ever let the au- 
dit practice go.” 

So what can the big firms do? Ander- 
sen, of all firms, set an example in this 
area. Accenture survives the Andersen 
disaster. And last year Pricewaterhouse- 
Coopers spun off 40% of its business, in- 
cluding the highly-prized IT consulting. 
In India, they will have to set up strong 
marketing competencies to win corpo- 
rate finance or investment banking 
mandates from clients with whom they 
have no ‘audit’ leverage. 

But as one partner of a Big Four firm 
points out: “I think the non-audit work 
will merely get redistributed among the 
Big Four. So KPMG' non-audit client 
may become E&Y's client. It will just get 
shuffled around. I don't see a big prob- 
lem.” It will be, if you ask consulting 
firms like McKinsey and Company, 
Boston Consulting Group, or invest- 
ment banks like Morgan Stanley or Mer- 
rill Lynch. Says a consultant from McK- 
insey: “Let them compete now in the 
business strategy space. I can assure 
you, we will be on same turf now.” » 
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OU know those tedious New Year lists of technolo- 
gies-that-will surely-happen that tech watchers are 
so fond of dishing out? More likely than not, you'll 
find Linux a permanent feature on those lists. I have 
put them on a few lists myself, so I'll defend them — 
sometimes they do turn out right. Particularly where Linux 
is concerned. Over the years, bit by bit, this upstart operat- 
ing system has grown into an entire movement that today 
has king-of-the-desktop Microsoft very worried. Linux has 
begun to sneak into desktops and the signs are that it will 
continue to do so over 2003. 

For many years, Linux has succeeded not on the desk- 
top, but on the server. There, as a stable and rugged operat- 
ing system unburdened by heavy graphics, it does what it 
cut its milk teeth doing — running basic communications 
software such as email and web-caching proxy software. 

You'll find many Linux servers in this role, hidden away 
in companies that officially use other commercial 
software for their business networks and ap- 
plications. My own company, long-pow- 
ered by Novell NetWare for the basic net- 
work or ‘file and print services’, 
gradually took to Windows NT servers 
for some applications. There was a 
brief flirtation with NT for mail and 
communications too, way back in 
the mid-90s. But NT stressed our 
rather skimpy servers out, despite 
packing in 128Mb and more of RAM — 
beyond luxury in those days. And the 
NT server kept crashing; poor power con- 
ditions did not help at all. 

We then tried out Linux, which we used to 
hand out on CD-ROMs with our magazines. We got 
out an old PC that could no longer run MS Word and the 
like, and loaded Red Hat Linux onto it. We borrowed the 
keyboard and monitor from another PC and returned them 
when the PC was up and running to an old cupboard. 

For the next four years, that old PC ran the communica- 
tions backbone for 75 users across four of our offices. For 
most of that time, it did not have a UPS backup. When the 
power failed, we used the generator. It held out. I often felt 
rather sorry for it. A dusty old CPU unit no one wanted, in a 
cupboard in a basement, with no keyboard or monitor; just 
random electrical trash for company. 

Be that as it may, a lot of other companies and IS man- 
agers discovered the same thing. For sheer stability and sta- 
mina on skimpy systems, Linux had an edge. It does get re- 
source hungry if you try to run it like Windows with a lot of 
graphics and applications, but it needs very little resources 
for specific and limited applications. And it will continue 





PENGUIN POWER IN 2005 


A COMBINATION 
OF WINDOWS AND 
LINUX-BASED SYSTEMS CAN 
RESULT IN SIGNIFICANT 
SAVINGS ON BOTH 
HARDWARE AND SOFTWARE 


MALA BHARGAVA 


running till kingdom come. So you don't have to spend too 
much on hardware and can even use 'retired' PCs, And 
given that Linux doesn't cost much, you have a solution that 
makes economic sense. This has caught the attention of the 
government. In adopting Linux-based computers, the gov- 
ernment widens its choice of computing solutions. 
Educational and research institutions are also seeing it 
as a viable low-cost alternative. Businesses are also starting 
to use Linux more freely due to the tremendous savings they 
can make. Computers still cost Rs 25,000 or so — and al- — 
most a similar amount goes into the software. When a busi- — 
ness needs to buy a lot of computers, that amounts to stag- 
gering costs. A combination of Windows and Linux-based 
systems could easily be used with the entire bundle result- 
ing in significant savings. For anyone with stretched bud- 
gets (like schools, for instance), using Linux on low-end 
hardware means a larger number of systems can be bought. 
To top it all, Linux has been steadily getting 
desktop-friendly. It's distributed in versions 
that are easily to install and fairly Win- 
dows-like in the look and feel depart- 
ment. I covered Knoppix (which is just 
such a version) in a previous column 
that resulted in a great amount of in- 
terested reader mail — another sign 
of the acceptance and willingness to 
consider Linux as a feasible alterna- 
tive. Linux is also moving to the Web 
in the form of services and applica- 
tions that can be run straight off 
browsers — again reducing the cost of 
both hardware and software. It's beginning 
to appear on PDAs and cellphones too. 

India has always been Linux-friendly. A big col- 
laborative effort by technology magazines that have distrib- 
uted over a quarter of a million CDs by now, and very active 
Linux evangelists, has helped the Open Source operating 
system spread. In a country that's price-sensitive, Linux has 
been welcomed (it's difficult to gauge the real numbers be- 
cause of how Linux is distributed and because of the way 
other software is pirated). Big brands like IBM and Compaq 
are actively selling Linux PCs. So is LG. Other Linux-based 
PCs for basic use, priced below Rs 10,000, are also available. 
And while Linux may not rule the desktop anytime soon, its 
impact will not be limited to those who use it. Most impor- 
tant of all, it will affect the market. The very existence of a 
low-cost alternative may bring overall prices down. Put all 
ofthis together and it spells more power for the Penguin. 


Mala Bhargava is with Cyber Media (India) and edits 
Computers@Home. You can email her at malab@cmil.com. 
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‘POWER POINT PRESENTATIONS ——- 


VIKAS DHOOT _ 
S you will see fron the first slide... Pa 
Some decades back, these a 
| would have been heard only at 
| some multinational's annual gen- 
EL eral meeting or some pharmacol- 
| | ogists conference. Not anymore. 
Today, most of us know they origi- 
|] nate from yet another speaker subject- 
` ingus to yet another presentation. Over- 
head projectors and slides made 
manually are a thing of the past. With PC 
tools that conjure up slides at the click of 
a mouse, presentations are no longer 
just CEO domain. If Cole Porter were to 
write ‘Let’s Do It’ today, he would proba- 
bly refer to making a PowerPoint pitch. 
P ‘Fresh MBAs to their bosses do it; e- 
| — brokers vying for HNIs do it, industrial- 

- ists looking for JVs do it, lazy accoun- 
tants, even space sellers, do it. Let's do 
it... Let's Power our Points...’ You may 
snigger at the parody, but don't doubt 
the spectacular nature of these times. 
Presentations have become an integral 
part of the working world. The leading 
presentation program, Microsoft Power- 
Point, is installed on 250 million com- 
puters the world over. Microsoft esti- 
mates that more than 30 million Power- 
Point presentations are made each day! 

Dave Paradi, author of Dont Let Your 
Next Presentation Be a Career Limiting 
Move, feels too much time is wasted on 
poor presentations. "If we assume some 
relatively conservative meeting parame- 
ters of four people per presentation, a 
half-hour presentation on average and 
(that) the wasted time due to a poor pre- 
sentation is one-quarter ofthe presenta- 
tion time, we arrive at a waste of 15 mil- 
lion person hours per day. At an average 
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salary of $35,000 per year for those at- F ! 

tending the meeting, the cost of that | SLIDE; 

wasted time is a staggering $252 million — | waan 

and (that) changes each day!” he figures. — - FONT-IFICATE 
And that doesn't factor in the timeit — : 

takes an executive to make a presenta- | @ Three font families — Serif (e.g. Times New Roman), 

tion. Indian firms have started realising : Sans Serif (e.g. Arial) and Script (handwritten look) 


this. Some of them have started con- _ oT — MM—— 
ducting training programmes for their: | @ Serifs are good for headers; Sans Serifs best for the text; 
employees on making better presenta- ‘| avoid Script fonts 

tions. Many have started outsourcing — [<= -—- 
their presentation requirements to pro- A 
fessional graphic designhouses.Pesho — - 


Wadia's Wadia Graphics is one such out- iners 

-fitin Mumbai. “Many presentersknow | 9 idea size: Title: 36-44 points, main body: 29-92 nS 

. their content, but can't streamline it. Bu Bold is great to make à word stand ait; avoid 

heir design capabilities are also lim- Ho ae | c Lr 

< ited, Companies prefer getting their pre- 
sentations made by us for a more profes- 
sional look," says Wadia. That leaves 

executives free to do the real work. : SS 

If your company hasn't done either, 

our presentation appearing alongside 

should help. And ifyou'veread andim- | sping 4 

bibed the learnings from the slides, — 


you'll notice a flaw in them. (We haven't : SOUNDS AND LIGHTS 


stuck to the six points of six words rule) — 
___ Another PowerPoint consideration — | @ The more the contrast between the colours of the 
to make is storage space. In 1997, Sun E background and the text/graphics, the better 


Microsystems chairman Scott McNealy — | | meee te 


‘banned’ PowerPoint. He said: “If I want | € Jar hues: red & green: & blue: red & bue 
to tell my 40,000 employees toattack the į} ==- e bas cites bel. Ais iiis nh MG MEE 


word 'attack' in ASCII is 48 bits, As a Mi- E diagrams and graphs simpia 
7 cros Word document, it’s 90,112 bits, 9 = wfterever possible, but len tem — 
a PowerPoint slide it becomes 
458, 048 bits.” The audio and video frills 
and thrills that PowerPoint helps you in- 
culcate in your pitches don't help trim 
file size. So use them sparingly. 
Theenthusiasm about PowerPoint is 
spreading beyond the realms of busi- 
ness. 'Priests do it, Moms do it, husbands 
justifying their busy ways do it.... B 
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RVARD AND THE UNABOMBER 
3 Education of an American Terrorist 


' Alston Chase 
W. Norton & Company 
Pages: 352; price: $26.25 
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the country's mili- 
tary-industrial com- 
plex? Alston Chase is 




















































ps he traces the life and 

imes of the infamous Unabomber, 
"fed Kaczynski, who was responsible 
for 16 mailed parcel bomb attacks 





academia, represented here by 
because Chase writes persuasively, 


. that is very similar to that of his icon- 
- ic subject. Kaczynski 


to destroy industrial society to pro- 


the anxious and contradictory Cold 


As he probes the underlying tensions 


championship football teams". 


he A to Z Of Terrorism 


M most people 


Israel to Japan's Red Army 


OES American - 
academia play . 


handmaiden to | 


convinced it does as © 


‘between 1978 and 1995 that killed : 
.three persons and maimed 23. The . 
FBI called Kaczynski Unabomber | 
"because of his initial selection of uni- : 
versity targets. The indictment of . 


Harvard, is compelling not merely - 
` but because he shares a background - 


was a gifted | 
mathematician who believed he had ` 


tect the natural world and promote a - 
non-industrial society. Chase por- — 
trays Kaczynski as a victim more of | 


War 50s than of the incendiary 60s. | 


that led Kaczynski to commit murder | 
in the name of ideals, Chase isolates . 
the turning point in Kaczynski’ ` 
years at Harvard, “where lasting | 
"human relations are more rare than © 


IHE Historical Dictionary of Terrorism 
“packs into its 618 pages more than what 
OW may ordinarily want to 
. know about the subject. Listed in the book, 
"written by Sean K. Anderson and Stephen 
"Sloan (Vision Books; price: Rs 595) are 
"hundreds of groups from the Stern Gang of 
along with dozens of splinter 
groups that operate across vast stretches of the globe. Although | 
_ political groups — and even countries — 
‘clusion of former liberation organisations here, the book is | 
. fairly free of bias. There is a wealth of detail seldom found in | 
- ready reckoners. So, if youre keen to know the history ofletter | 
. bombs or what the CNN syndrome is all about, | 
mic authors encapsulate the major terrorist acts from the first | 
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HERE are two kinds of people. 

Those who think Kevin Mitnick is 

God and those who believe he's a 

dangerous kid who is best kept be- 

hind bars. But both these kinds of 
people agree on at least one thing: that 
what Mitnick’s got to say ought to make 
for fascinating reading. This is why Mit- 
nick and William Simon's The Art of De- 
ception opened to a flurry of flashbulbs 
and applause. 

Who is Mitnick really and why does 
he evoke such passion? Cut back to the 
70s when a teenager in a lower middle- 
class Los Angeles suburb first saw a com- 
puter. For alonerlong labelled an under- 
achiever, this contraption p resented 
him with a gateway to enormous power - 
ifonly he could get to its dark side. 

Those were the days when 'phone 
phreaks were flourishing. These were 
people who would use a computer and 
the modem to gain remote control over 
the switches and gain access to free calis. 
More importantly, they would listen in 
on phone calls made by the rich and 
the famous, or, for that matter, those 
they hated. 

It didn't take too long for Mitnick to 

be indoctrinated and inducted into a 
gang of phone phreaks’ who spent most 
of their time playing pranks. For in- 
stance, by changing the class of service 
on someone's home phone to payphone 
status. They were largely harmless until 
files at the of- 
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the two acade- 





| picked up, 


remained clueless for over a year until a 
jilted girlfriend squealed. Mitnick was 
and the 17-year-old was sen- 


| tenced to three months in a juvenile de- 
| tention centre. 


century to the present, the weapons of 
terror, and the modus operandi of the 
groups, apart from providing some in- 
sights into their motivations. The ab- 
sence of an index is an irritant in an oth- 
erwise excellent compilation. 

Providing snapshots of the sepa- 

ratist/terrorist groups operating in 
Jammu & Kashmir is Jihadis in Jammu ; 
and KashmirbyK.Santhanam,Sreed- 
| har, Sudhir Saxena and Manish, all of whom B 
' work with Institute of Defence Studies and Analyses, Delhi. The 


The stint didn't do him any good. In- 
stead, in his head, he started to conjure 
images of himself as some kind of a 
Robin Hood, always on the run from the 
law. Through all the years, he kept devis- 
ing newer tricks to break into computer 
systems and consequently, was always 
on a collision course with the law. The 
cops picked him up again, this time in 
1983 at the University of Southern Cali- 
fornia where he was working at a work 
bay, trying to gain illegal access to the 
Pentagon. He was sentenced to a six- 
month term. 

Soon after his release, Mitnick was 
back in business. But he had to go un- 
derground a few years later on charges of 
tampering with a computer that 
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might object to the in- | book, published by Sage (Pages: 282; price: Rs 380), tries to be 
up to date, butin the case ofmany key outfits, the history peters 


* 


! out in the mid-90s. The book traces the origins of the Kashmir 
dispute along with an analysis of the voting turnout and pat- 
tern in the latest assembly elections. 
acronyms here is as confusing as in the Historical Dictionary. WB 


The alphabet soup of 
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CATCH A THIEF 


contained records of credit references. 
An arrest warrant was issued. But to 
Mitnicks credit, the warrant disap- 
peared mysteriously from police records 
and his stature among hackers shot up 
exponentially. 

Mitnick did make attempts, feeble 
though, to keep his instincts at bay, but 
never quite succeeded. Over time, his 
exploits became increasingly brazen. 
For instance, through all of 1987 and 
1988, he fought a pitched electronic bat- 
tle against scientists at Digital Equip- 
ment's Palo Alto Research Laboratory 
because he was obsessed with the idea 
of obtaining a copy of the company's 
mini computer operating system. 

Even with the Federal Bureau of In- 
vestigation getting into the chase, Mit- 
nick managed to get away. The local me- 
dia also got into the act and by the end of 
_itall, he was portrayed as an omnipotent 
cyber thief who made the authorities 
look like bumbling idiots. 

Mitnick’s run ended in 1995 when 
Tsutomu Shimomura entered the scene. 
A senior fellow at the San Diego Super- 
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REVIEWS 










KELVIN D. MITNICK is a 
reformed cyber criminal who 
spent seven years in jail after 
being on the run from the 
Federal Bureau of Investigation. 
The reformed hacker has 
testified before the Senate 
committee on government 
affairs and is now a 
respectable security 
consultant 








computer Centre, he got on to Mitnick's 
trail after he tried to break into Shimo- 
muras computer. 

The chase lasted months, ran over 
several continents and created 
headlines across the world. When 
he was finally apprehended, 
Mitnick was sentenced to seven , 
years in prison. Worse, the au- | 
thorities refused to allow him 
access to a computer. Even 
worse for the cyber desperado, 
heis not permitted to write about 
his life until 2010. 

That's precisely why The Art of De- 
ception makes for interesting reading. 
Throughout the book, Mitnick has 
steered clear of his time in the badlands 
of cyberspace. What he has done instead 
is provide a treatise on social engineer- 
ing. Most of it may not surprise com- 
puter security specialists since in the last 
couple of years the issue of social engi- | 
neering riding on the back of computing | 
prowess has been documented in detail. 
Nevertheless, coming from the master 
himself, this offers a different perspec- 











mee tive. In fact, the book is 
mandatory reading for the 
rest of us, whose lives can be 
so easily manipulated by the 
likes of Mitnick. 
Having said that, the book also leaves 
one with a sense of disappointment. As 
| you wind through its pages, you begin to 
| feel that this isn't the book that Mitnick 
| wanted to write; the court, however, 
wont allow him to tell that story for a few 
| years more. But there's an interesting 
sidelight to the book that provides a 
glimpse of why the wait may just be 
worth it. 

When copies of the The Art of Decep- 
tion were first sent to reviewers, the first 
chapter was intensely personal. It de- 
scribed his run-ins with the law, his 






HEN reduced to their fundamentals, all social engineering attacks have the 

same common element: deception. The victim is led to believe that the attacker 
is a fellow employee or some other person who is authorised to access sensitive in- 
formation, or authorised to give the victim instructions that involve taking actions 
with a computer or computer-related equipment. Almost all of these attacks could 


be foiled if the targeted employee simply follows two steps: 


grouse against The New York Times cor- 
respondent John Markoff, who first 
painted Mitnick as a villain. But when 
the book finally hit the stands, this chap- 
ter had disappeared. Thank God for the 
Internet though. Someone posted it out 
there and it can be accessed on 


€ Verify the identity of the person making the request... 
e Verify whether the person is authorised... 


www.thememoryhole.org/lit/deception 
-ch1.htm. At least, it provides a glimpse 





of what really happened. 
INTERNET BANKING: THE SECOND WAVE IN TIMES OF SIEGE 
By Sanjiv Singhal By Githa Hariharan 
Tata McGraw-Hill Viking (Penguin Books India) 


Pages: 191; price: Rs 395 





"despite the disappointed customers and 

wasted investment spends, the Internet will force a para- 
digm shift in banking". Two years ago, those words would 
have been in touch with the prevalent zeitgeist. Today, such 
a statement would seem courageous (as Sir Humphrey Ap- 
pleby of 'Yes Minister' would put it!). Singhal argues that 
banks that use only the Internet to reach their customers are 
unlikely to survive. The winners will be banks which are al- 
ready established players and which will use the Internet as 
an additional channel to complement the existing network of 
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| is the central premise of this work that, 


branches and ATMs. 


Pages: 206; price: Rs 295 


NICANEI BANNING 
THE SECOND WAVE 











N unassuming history professor in an open s 
A university takes on the fundamentalists. 

Shiv Murthy does not mean to do so; his article on the re- 
former-poet Basava is meant to be a lesson in history. Even 
Murthy's bland life — staff meetings, lesson modules, a half- 
hearted affair — do not reflect any desire to be a hero. Yet a belief 
in the multi-layered nature of history and an outspoken young 
woman with a broken leg (a guest in his house) drive Murthy to 
stand by what he has written, much to the consternation of his 
seniors. Sometimes funny, often moving, this is the story of ordi- 
nary people struggling to make sense of hatred, ignorance, love 

| and loyalty — to individuals, ideas and the nation. fe 
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; ately, 
own the 


2003-04. After all, there was a precedent in 2000-01. 


imates for 1999-2000. This is 
Budget-making requires 
advance estimates are the 


alone that 
able. So, pending improvements in data quality, is there 
iy point in issuing advance estimates, as CSO 
as been doing since 1992-93: Of what use 
e quarterly estimates, pushed by CSO 
nce 1998-99? By end-March, CSO will 
issue the third quarter estimates and 
by end-June, the fourth quarter esti- 
ates. But by then, the picture would 
ave changed completely. | 
- GDP estimates go through five 
stages: advance, revised, quick, pro- 
visional and final. Each of these may 
themselves be subject to revisions. Ad- 
ance estimates for 2001-02 went 
rough four revisions. In fact, 1997-98 
was the only year when the CSO got it right 
— the gap between advance and final figures 
was narrow. That could have been sheer coincidence. 


nates are based on output figures 


nistries and these figures are only up to 


one has to wait till the next 
based on the rabi sowing and 


of Industries (ASI) 


— and IIP estimates are based on eight months data. 


E dustry ministry figures. In other words, 
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HE Central Statistical Organisation (CSO) has pro- | 
duced 'advance' estimates of GDP (gross domestic | 
growth in 2002-03. At constant prices, 
GDP will rise only by 4.4% due to a decline of3.196in | 
per capita income. Unfortu- 
this has few takers. Disbelievers say that by pushing 
base in 2002-03, CSO hopes to boost GDP growth 


Disbelievers are not always outside the government. In 
bruary 2000, Yashwant Sinha questioned CSO's advance 
part of any FM's travails. 
some sense of GDP growth and 
ad only ones available. The National 
Statistical Commission says that it's not advance estimates | 
are faulty; all government statistics are unreli- | 














AN 


CSO, admittedly, has its limitations. Its advance esti- | 
given by administrative 
nin December. So ad- 
vance estimates appear before the financial year is over and 
e full year's data is not available till June. For other data, 
January. The agriculture min- 
ryis a good example of delayed statistics. Its estimates are 
the final figures are arrived at | 
only after two years of revisions! Or take the Annual Survey | 
data which comes after a huge time lag 
and is routed through the industry ministry. Pending its _ 
availability, the index of industrial production (IP) is used 


ASI data (more accurate than IIP) is also finalised after 
two years. CSO can't question or revise the agriculture orin- | 
it's garbage in and | 





So should we take CSO estimates of growth seriously? 


garbage out. No figures on non-banking financial institu- 
| tions are available at the time of advance estimates and 
| banking figures have to be superimposed for the non-bank- 
ing sector until the annual reports of these institutions 
come out. On ‘community, social and personal services, 
Central and state government budgets differ across the 
spectrum — from the Budget figures to revised estimates 
and actuals. Until data collection improves, CSO should 
scrap the system of estimates altogether. Across developing 
countries, the Indian statistical system is presumed tobe . 
pretty good. It probably is — but with atime lag oftwo years. - 
Artificial elimination of that two-year lag through advance 
and quarterly GDP estimates is not the answer. Norisitour - 
case that one should have to do withoutan estimate ofGDP _ 
| growth. There are other ways to arrive at the figure. For ex- - 
ample, a back-of-the-envelope computation of real GDP — 
growth in 2002-03 is probably more reliable than. 
CSO's presumed 4.4%. Here's how. For the 
first six months, industry clocked 5.4%. 
With some signs of demand recovery, 
there is no reason to presume the full 
year will be worse. A 25% secondary 
sector contribution to GDP implies a - 
growth contribution of 1.3576. Ser- 
vices clocked 7.6% in the first six- 
months and for similar reasons, the - 
full year need not be worse. A 50% ter- 
tiary sector contribution to GDP im- 
plies a growth contribution of 3.8%. In- 
dustry and services add up to 5.15%. This 
leaves agriculture. LONE 
How bad was the drought? It seems it was. 
not as bad as it was made out to be, except in some 
states. Otherwise, there would have been upward pressure 
on primary product prices, increased offtake from the pub- 
lic distribution system, reduced procurement and dips in. 
rural demand. While there has been adverse impact on 
coarse foodgrains and some oilseeds, the shortfall in rabi 
sowing is often compensated by increased kharif output. 
Even with CSO's estimated decline of 3.196 for agriculture, 
we are still left with a real GDP growth of 5.296 in 2002-03. 
| Despite CSO's estimate of 4.4%, analysts are still rooting for 
marginally over 5% in 2002-03. ` x CHA 
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Meanwhile, buoyed by CSO's reduced base in 2002-03, 
the Budget speech will implicitly expect 796 real growth in 
2003-04, which will eventually be reduced to marginally 
over 695. Such is the quality of government projections. The 
problemis that such deviations possess the mostimportant 
government stamp of approval: thatofprecedence. $ 


—— 
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For Kapil - as for millions of Indians - it's not just a game. 
It's a religion. The same passion, the same obsession, is reflected 
in the Air Sahara Standard Chartered Cricket Credit Card. 
A card loaded with incredible features: | 
e Four-year validity for only Rs.1500. No annual fees | 
e India’s first Glo Card 
e Exclusive autographed T-shirt FREE 
* You win when India wins 

- 1596 off" on Air Sahara tickets 

- Double reward points* 


And many more exciting offers 


Call 96220 44455 


www.standardchartered.co.in 


. i www.airsahara.net 
| Cricket Credit Ca rd | Offer available in select cities only ekran apply 
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MAK SUPREME — SUPREME PETROL ENGINE OIL API SJ SAE 10W-40 
Supreme quality petrol engine oil for new generation cars. Its advanced formulation assures 


excellent engine reliability and ensures maximum output from these advanced technology cars. 
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E. 
= ONE DAY YOU MAY FLY YOUR OWN PRIVATE JET. 
| TILL THEN, PRACTICE. 











orque curve and exhilarating, unbeatable top 
life. So get behind the wheel 


Test fly the Baleno. Its powerful 94 bhp engine, flatter t 
on earth. Its luxurious interiors too will give you a taste of the high 





16 valve 94 bhp Smart-i Engine | 175 kmph top speed | 0-60 in 4.92 seconds” Driver's seat height adjuster | 13 advanced noise reduction technologies | An AC rat 


Source : *Autocar India, **Overdrive. The above specifications are for the Baleno Sedan only Accessories shown are not part of standard equipment 


Visit us at : MARUTIUDYOG.COM. Call your nearest Baleno dealer or 1600 11 1515* for a test í 


"B 





llow you to experience one of the highest performance standards | 0, ^ | — INN" 
all, if the sky is your limit, why limit yourself to an ordinary car? DA Let bil, 
Mercedes-Benz S-Class** | Alloy wheels | Rear spoiler | Tilt steering | Power antenna | Keyless entry DRIVEN BY PERFORMANCE. 
oorstep (“Service available in Delhi, Gurgaon, Mumbai. Bangalore, Chennai and Hyderabad). 
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K Kajaría 


Kajaria Ceramics Limited 


J-1/B-1 (Extn.), Mohan Co-operative Industrial Estate, Mathura Road, New Delhi-110 044 
visit us at http://www.kajariaceramics.com 


PHONE FAX E-MAIL 





e 
NEW DELHI —(011)26946409-6Lines 26949544 newdelhi@kajariaceramics.com S 
AHMEDABAD (079) 6465515, 6465516 - 6566669 ^ ahm@kajariaceramics.com N 
KOLKATA (033) 24763179/24763181 24748012 kol@kajariaceramics.com i 
CHENNAI (044) 28144324 28144323 chn@kajariaceramics.com a 
MUMBAI (022) 28203506/07/08 28203509 mum@kajariaceramics.com £ 
COCHIN (0484) 2396433 2396433 coc@kajariaceramics.com 8 





tata Ph.: 033-22808855 * Nagpur Ph.: 0712-2269157 « * Noida Ph.: 0120-2515818 * Raipur Ph.: 0771-5060) 69 * Varanasi Ph.: 0542-2503943 
For more information, visit us at : www.kajariaplus.com | 
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Indian firms must 
learn to adapt and 


stop complaining 
about regulations. 


NITIN KUMAR, Via email 


Bi The Tatas’ deal with the British 
auto manufacturer MG Rover to 
market the Indica in the UK is a win- 
win strategy for both. While on the 
one hand, this will help the Indica 
break into the markets of the UK and 
Europe, on the other, it will give Rover 
a much-needed small car to expand 
its portfolio. 

However, the Tatas need to be 
careful about one thing. Rover is go- 











THINKING BIG? 


Despite the fact that India had a head- 
start, it lost its position as an industrial 
power because other countries grew ata 
scorching pace ("What's Stopping Us?’ 
BW, 17 February). Even if China's claims 
are questionable, it is no consolation for 
us. The pace of reforms in China has re- 
mained consistent throughout. During 
the last 30 years, the share of Indian 
manufacturing has remained virtually 
stagnant. It is silly of us to think big on 
the one hand, while on the other hand, 
we feel proud about the fact that we are a 
small player in certain countries. 'Inter- 
nationalisation' is still a far cry for most 
Indian businesses. 

NARENDRA 

Mumbai 


NOT SO LUCRATIVE 


Many R&D companies which featured 
in the story ("India As A Global R&D 
Hub, BW, 17 February) regularly come 
to the IITs for recruitment. Yet they are 
unable to tap the best talent from these 
institutes as almost all IIT-ians prefer to 
go to the US instead of joining R&D 
shops in India. These companies have 
set up their R&D centres in India to 


UNIQUE EXAMPLE 


LIKE the Tatas, other 


compete abroad and 
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ing to sell the Indica under its own 
‘badge’ in the UK and Europe. The 
Tatas must ensure that the Indica 
does not lose its own individual iden- 
tity when this happens. For, if the 
Tatas decide to part ways with Rover 
and go it alone in future, they must 
have their own unique brand identity 
to fall back on. 

RAJIV BATRA 
Lucknow 


exploit cheap technical talent. If they 
can give up this notion and provide IIT 
graduates with world-class emolu- 
ments, many of them will think twice 
before leaving for the US. These R&D 
units can increase their output mani- 
fold if they manage to retain talent. 

SUNIL VIJ 

Mumbai 


EASY WAY OUT 


Unable to face the odds in the private 
insurance sector, these executives fled 
from the scene (‘Risky Business’ BW, 10 
February). The sector opened up only 
two-and-a-half years ago. These execu- 
tives have acted in haste and it only 
reflects on their calibre. 

K.M.G. VIVEKANANDAM 

Via email 


CORRIGENDUM 


In ‘Derive And Rule’ (BW, 24 February), 
we had quoted the treasurer of Chambal 
Fertilizers and introduced him as Manav 
Datta. It should have been Manas Datta. 
The error is regretted. 





Letters can also be sent to | 
editor@bworldmail.com 
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like a pit-stop delay in Formula-1 could cost the driver the Grand Prix, stoppages in business could mean heavy losses for your compa 
veed an insurance partner who can send a surveyor team to your site within 24 hours. Disburse a 


n interim payment within 5 davs of your clai 
bring you back on track. Jo make sure nothing comes in the way of your business. Not even your insurance company 
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The major and his labyrinth: Singh 
walks into Parliament witlrhis Weupee ea 
meandering Budget speech . ee 
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6 LETTERS TO THE EDITOR 
66 EDITORIAL 


10 TO BE OR NOT TO BE The FM praised Kelkar. But 
decided to ignore his recommendations. 


11 FIVE QUESTIONS ON THE BUDGET 


14 AGRICULTURE The ailing sector has not received 
the transfusion it urgently needs. Instead, it has 
been put on a drip treatment. 


" 19 CONDITIONAL ACCESS 
|" Legislation will not solve 
the problem of under-dec- 
laration of pay channels. A look 
at some of the reasons why the 

Conditional Access System 
may not work after all. 
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Playing Santa Claus 


In his maiden Budget, finance minister Jaswant 
Singh has managed to give a little something for 
everyone. For the individual taxpayer, there is the 
higher standard deduction and continuance of tax 
exemptions. For corporates, there are the excise and 
customs duty cuts. But all the finance minister's 
giveaways may extract a heavy price in the long run. 


Closing Ranks 


Var, PBe The Swadeshi Jagran 

BP X44. Manch has been unusually 

s quiet before this Budget. 
Because the really impor- 
tant things have been 
taken out of the Budget — 
and kept aside for back- 
room negotiations later. 


J p 
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28, 2030 


PM A.B. Vajpayee (R) and 
RSS chief K.S. Sudershan 


20 ADVERTISING They came, 
they waited, they left be- 
cause they did not get the 
top job. Does the unrest in 
the advertising fraternity re- 
flect a deeper malaise? 


28 COMMODITIES Four 
exchanges fight for domi- 
— nance in the commodity 
futures market. But how big is this battle really? 


32 MARKET RESEARCH Quantita- 
tive market research has hit a 
wall. Can 'qualitative' save the 
marketer? 


38 SUBHIKSHA Till date, no food 
and grocery chain has managed 
to go national. Can Subhiksha 
break the jinx? 





R. Subramanian 
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Reflections On The Budget 


58 ASHOK DESAI The FM does not 
have a big picture. But he is fine 
once he gets into the micro details. 


60 SURJIT BHALLA The reduction in : 
the interest rates on small savings deposits 
will help reduce future fiscal deficits. 


62 K.M. BIRLA The focus on infra- 
structure will have a big multiplier 
effect on overall industrial growth. 





63 JOHN BAND The fiscal time-bomb 
created by the government and state 
deficits is ticking away. 


64 K.V. KAMATH Restructured manufacturing and 
strong consumer pull are the two factors that will 
push economic growth. And the government has 
recognised that. 


65 JAGDISH KHATTAR The broad 
macroeconomic picture looks 
good. But the state government 
finances could play spoilsport. 





40 SHREYA Russia's third-largest pharma distributor 
comes to India — for a good reason. 


44 PENSIONS In June, the government has to pay 
Rs 1,25,000 crore to provident fund trusts which 
had invested in its Special Deposit Scheme. Can it? 


TECHNOLOGY 


48 MEMS IISc professor Rudra 
Pratap has an ambitious mis- 
sion — to make a ‘wearable 
ultrasound machine’ If he 
succeeds, it would be a 
breakthrough. 


ind EJ 
Rudra Pratap 
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Budget, so close to the elec- 
tion season. And finance minis- 
ter Jaswant Singh did not disap- 
point me. During the run-up to 
the Budget, the major betting 
was on whether he would or 
would not implement the Kelkar 
Committee recommendations. 
The smart money was betting 
that he wouldn't as the BJP was preparing for elections and 
implementing the recommendations could lose them all 
sorts of vote banks. That is pretty much what happened. 
Singh praised Vijay Kelkar even while burying his proposals. 





didn't harbour too many ex- uppe oa 
pectations about this year's Businessworld 


The Budget focussed almost entirely on the nitty-gritty, and 
very little on the big picture. This is not necessarily bad. The 
focus on the nitty-gritty has resulted in many progressive 
decisions, which will make life easier for both corporates 
and individual taxpayers. But the lack of focus on the big 
picture carries a price. As the cover story by contributing ed- 
itor Anjuli Bhargava explains, the state of the governments 
finances are deteriorating and that is potentially hazardous. 
Singh is budgeting for a fiscal deficit of 5.6% of GDP next 
year, and that is an alarming figure. Also, there are no at- 
tempts at all to rein in government expenditure. 


But even then, most businessmen and economists polled 
immediately after the Budget speech was over, gave it very 
high marks. The reason was simple. Singh had goodies for 
almost everyone. He cut excise on some items, and reduced 
customs duties. He gave a marginal break to taxpayers, and 
announced a host of small measures to benefit everything 
from hospitals to housing projects. This is the easy part. The 
tough part now is delivering on the expectations that have 
been built up about a massive infrastructure thrust, and 
keeping the ballooning deficit from harming the economy. 


To move on to a cheerier subject, assistant editor Radhika 
Dhawan has won the Polestar award for technology jour- 
nalists this year. Two years ago, science editor P. Hari had 
picked up the same award. Congratulations Radhika, you 
are upholding a fine tradition. 


^ ae | 


AVEEK SARKAR 
CHIEF EDITOR 
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e News 


KELKAR COMMITTEE REPORT 


Et Tu Singh... 


ASWANT Singh showered praise on Vijay Kelkar and his 
“selfless and dedicated team" during the marathon Bud- 
get presentation. But, even before he mouthed the plati- 
tudes, it had become apparent that the finance minister 
had come to Parliament determined to change nothing. 
Now, the team that put together the two Kelkar committee 
reports on direct and indirect taxes is upset. All that hard work 
has proved a monumental waste. Months and months of de- 
bates, slaving over documents, not even taking Sundays off, 
and yet... they lost out to 1,500 emails, 200 articles in the news- 
papers, over 100 memoranda from industry associations and 
an 8-member committee chaired by Rajnath Singh of the BJP. 
The FM's claim that he had accepted in principle the phi- 
losophy of the Kelkar report didn't match his actions. Exemp- 
tions and incentives have mostly been maintained at status 
quo and in some cases increased. For instance, instead of doing 
away with standard deductions, as suggested by the Kelkar 
committee, the minister has raised it substantially for incomes 





Vijay Kelkar: In the final analysis, all that effort was in vain 


up to Rs 5 lakh as well as allowing a deduction of Rs 20,000 for 
salary incomes above Rs 5 lakh. And no, theres no tax on agri- 
cultural incomes. Even the more populist recommendations — 
increase in exemption limit for personal income taxes up to Rs 
1 lakh — have been ignored. Says economist Surjit Bhalla: “On 
direct taxes, he's taken away the soul of the Kelkar report." 

The only three recommendations accepted — removal of 
long-term capital gains tax, removal of taxation of dividends in 
the hands of shareholders, and tax administrative reforms — 
were those with the stamp of approval of Rajnath Singh & Co. 

On indirect taxes, some amount of rationalisation of excise 
duties has certainly been done. Service tax rates have gone up. 
But contrary to what Kelkar had suggested, at least 19 items (in- 
cluding imported zari) have been exempted from excise duties. 
On seven items, however, a excise duty of 896 has been levied 
(as one member put it "these industries must have really done 
something to annoy him!”). 

At the end of it all, Kelkar must have felt like Julius Caesar. 
And Singh? Well, as Mark Antony said: “For Brutus is a hon- 
ourable man..." E 

ANJULI BHARGAVA 


The vote bank 


The 
politics of 





Middle 


business cias 

For the ruling 

Bharatiya Janata 

Party, Budget 2003 Rur al 

is the start of a po- India 

litical campaign 

that will culminate Govt. Employees 
in next year's na- Spe c 

tional elections. Senior citizens 


This table shows 
how finance minis- 
ter Jaswant Singh is 
calibrating eco- 
nomic policy to po- 
litical ends 


Industry 





...about the fiscal deficit 


€ Nothing. He is budgeting for 5.6 % deficit in FY04, 
the highest in almost a decade 


„about your income taxes 


9 Small relief. Removed surcharge for most people and 
increased standard deduction marginally 


...about FDI 


® Selective sops. Put bank FDI limit up to 74%. PSU 
banks can now merge easily 


...for the poor 
€ Wooing time. Antyodaya Yojana to cover 50 lakh 


new families. Universal medical scheme at Re 1 per day 


„about subsidies | 


9 Elections in 2004! Total subsidy estimates up by 25% 


over last year, but urea and DAP prices hiked marginally ` 
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The measures 





Impact Opposition speak 
Raised standard deductions; lowered 
excise on cars; housing incentives re- 
tained; 1-year exemption on capital 
gains; tax rebate on education, IT de- 
partment reforms 

Increased cess on diesel 


"Election-oriented Budget 
that ignores agriculture, 
unemployment and small- 
scale sector // 

SHIVRAJ PATIL, Congress Party 








Health insurance scheme;19 items 


/1 " = 
exempted from excise Amazingly unrealistic 
Fertiliser prices raised marginally Budget. Does not address 

slowdown in agriculture 
LTA brought back and small-scale sector ”” 


LIC to offer 9% pension scheme; in- SOMNATH CHATTERJEE, CPI(M) 


come up to Rs 1,53,000 exempt 


aa å . 
Anti-poor and anti-work- 

ing class Budget, caters to 

2% of English speaking 

population // 

MULAYAM SINGH YADAV, SP 


196 cut in prime rates; Overseas in- 
vestment limit raised; FDI limit in 
banks increased; infrastructure in- 
vestment increased. 

12.595 dividend tax 


SECOND THOUGHTS 
nothing to do with this" Singh has put rupees in 
every Indian's pocket. And that he made the 

longest speech in our Budget history. But there were 

other firsts too. 

@ This year lobbyingtouched unprecedented heights. 

When the FM refused the customary pre-Budget meet- 

ings with industry chambers, the action shifted to the 


BJP headquarters. unu S u al 
@ The award for the volte-face of the year 


goes to the economic pundits. Before 28 February, nearly all of them animat- 

edly endorsed the Kelkar report. But, when the FM chose to ignore it, so 

did they. One even gave the FM eight points out of 10. 

@ The mandarins displayed surprising behaviour. Why was a 
usually cautious bureaucrat like N.K. Singh criticising the 
Budget? Even former economic advisor Shankar Acharya, a 

diplomat to the core, did not mince his words . 

@ And finally, what was Star News doing? It declined to pay DD 

for its feed. So panelists in the Star studio had to comment on the 

Budget after reading slips of paper listing the FM's proposals! W 

M. RAJSHEKHAR 


Y OU know by now that Jaswant "Elections had 

















The way the dice rolled 

YEAR SALIENT FEATURES INDUSTRY BENEFICIARY SUMMARY INSTANT IMPACT 
Dividend tax up, surcharge Cement, steel, Tax collector's Industry 
introduced; 16% flat excise mutual funds Budget; no curb disappointed; 
rates introduced on expenditure Sensex falls 5.3% 
FDI cap up to 49%; small Auto, prine Reform Industry happy; 
savings cut; urea, sugar FMCG, capital goods, Budget Sensex gains 
decontrol planned pharma, textiles 4.3% 
Petroleum decontrol; double FMCG Hard Industry, BJP allies 
taxation of dividend income measures but slam Budget: 
debt restructuring rolled back Sensex falls 4% 
Industrywide sops; thrust on Tourism, auto, textiles, Populist Markets cautious; 
tourism, healthcare, housing; tyres, housing and Budget Sensex flat; 


tax, duties, excise down. Industry happy 
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Spot the 
difference 





E can't. And it is 
W possible that nei- 
ther can our 


much-pilloried former fi- 
nance minister, Yashwant 
Sinha. In the 1980s, 
Narayan Dutt Tiwari (R) 
typified the trend of fi- 
nance ministers making os- 
tensibly arbitrary an- 
nouncements on Budget 
day — giving incentives to 
one industry, taking them 
away from another. 

This trend reached its 
peak when Tiwari an- 
nounced in Parliament, 
amid cheers, that he was 
reducing excise on sindoor. 
Sinha's Budgets, whatever 
you may have to say about 
him, were a progression 
towards transparency. But, 
in 2003, Jaswant Singh 
may have reverted to a 
hoary type: the finance 
minister whose decision- 
making processes on D-day 
appear arbitrary. 

Industries as diverse as 
tricycles, hearing aids and 
walking sticks have been 
the beneficiaries of the 
minister's largesse through 
cuts in duties. 

Last year, Sinha had 
said that the Budget 
needed to lose its rele- 
vance and “(it) should not 
have the mystique that it 
has..." Unfortunately 
enough, Budget 2003 has 
'mystique', and undertones 
of N.D. Tiwari in plenty. W 
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Need to schedule an appointment, take a picture, listen to music or simply make a call? 
Now you can do all that and more with a single device - the new P800 from Sony Ericsson. 



























Combining business 
solutions like imaging, 
messaging and connectivity 
1a sleek Tri-band GSM mobile, the P800 is 


aving to carry a mobile phone, laptop, 
DA and camera ali at the same time. All 
vat you need is a Sony Ericsson P800. 


e Picture 





se le built-in digital camera to show 
colleagues exactly what 
.you mean. Choose from 3 
mage sizes and JPEG, 
GIF or BMP format. Even 
| add text and send instantly 
. via MMS (Multimedia 
Messaging Service). The 
-P800 also makes e-mail 
handling easy and efficient. 
‘You can receive and view 
- attachments such as Word, 
c P Powerpoint and Adobe Acrobat 
i cuments. With the P800 you enjoy one- 
utton access to the web and fast 53.6 
“ops downloading. 








Mobile Entertainment 

ea break from work with a dose of 
Sic by accessing the MP3 Audio Player. 
open the Video Player to watch clips 
ownloaded from the mobile internet. You 





SM 


Aan even transfer important image files 
iom the Memory Stick Duo. And if you're 





ghtening quick inputs. 


ARGE 12416 MEMORY Information overload? 
lot a problem. In addition to its built-in 12MB 
Yemory, the P800 comes complete with a 16MB 
lemory Stick Duo. This handy flash card lets 
3u back up files and exchange content with ease. 
2 next time you can bring along MP3s, Word 


es and more! 


our office on the go. So forget about: 


-WAY JOGDIAL Feeling impatient? Just use the g 

ogdial. It gives you one-button, single-handed 
eccess to all your favourite features. Eliminating the 
convenience of hunting around when you're ina 
urry. Combine the Jogdial with the stylus for 





feeling playful, the P800 gives you a choice 
of 4 full-colour games-Solitaire, Chess, 
stunt Run and Men In Black. 


A sophisticated combination of audio and 
video technology makes the P800 a very 
entertaining companion. 


The Personal Organiser 


Keep up-to-date with the P800’s complete 
PDA. Store contact details in the address 
book, schedule your appointments with 
the calendar, take notes and even 
synchronise with Microsoft Outlook and 
Lotus Notes. Based on the advanced 
Symbian OS, the P800 will asm 

even accommodate 
future applications. Plus, | 
with 12MB on-board | 
memory plus added 16 
MB Memory Stick Duo, 
you can leave the 
briefcase behind. And it's 
the only mobile to offer Handwriting 
Recognition. Simply grab the stylus and 
open the flip for a generous 208 x 320 pixel 
touch-screen display in 4096 colours. 


A Complete Multimedia 
Smartphone 


The P800 is essential office equipment. 
Not only does it keep your workday 


organised "with a Personal Digital 
Assistant, it also gives you added 


on the move. 
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FLIGHT MODE Using any mobile ona piane is out of 
the question. But activate the P800's unique Flight 
Mode and you'll still have full access to the phone's 
organiser, audio/video player, digital camera and 3D 
arcade games, Letting you stay in the know, while 


MULTI-BROWSER SUPPORT Internet dependent? 
The P800 keeps connected to the information 
highway with the Symbian Operating system, 
Whether WEB or WAP XML or cHTML, the P800 
assures fast and instant access. Add the ability to 
customize with new applications and you re 
ensured you'll never be left stranded. 


productivity with unique features ike: 
built-in camera, audio/video functionality. 


and Bluetooth™ compatibility. 






































With all these features in a cor f 
design, the P800 fits as nicely into 
palm as it does into your lifestyle. p. 


it's all that you need.» 
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ARPIT SHARMA 


e News 


OR a sector that the finance 
minister describes as the “life- 
blood of our economy”, the 
ailing agriculture sector has 
not received the transfusion it 
urgently needs. Instead, it has been put 
on a drip treatment. 

First, the immediate problem. Agri- 
culture has recorded the sharpest de- 
cline in growth in over a decade — a 3.1% 
decline in GDP compared with a 5.795 
growth last year — and pulled down the 
country's overall GDP to 4.4% from the 
5-5.5% expected earlier. The drought, of 
course, is largely to blame for the ex- 
pected drop in production to 183 million 
tonnes (212 million tonnes last year). 

But the biggest worry is the shortfall 
in oilseeds, where even a normal year's 
production has not been able to meet 
domestic demand growing at 4-5% an- 
nually. The output is expected to be a 
quarter less than last year's 20.5 million 
tonnes. Although there appears to be lit- 
tle cause for concern on foodgrains be- 
cause of a buffer stock of 48 million 
tonnes, economists warn that food 
availability has been dropping sharply 
and is less than 142 kg per head per year, 
the lowest since the 1960s, 

Its not merely the flat yield rates that 
are to blame; the problems are complex. 
These cover a range of issues from lack of 
credit to crumbling infrastructure, large- 
ly because of the sharp decline in public 
investment. A recent study undertaken 
by the Institute of Economic Growth 
found that "liberalisation, focussing on 
prices alone and ignoring public invest- 
ments in rural infrastructure, has been 
unfavourable to the growth of Indian 
agriculture". It also said there was com- 
pelling evidence that institutional and 
policy support received by the farmer "is 
weak, undependable and indifferent". 
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Credit remains a major constraint, 
Since the 1990s, the flow of credit has 
been diverted to other sectors. This was 
due to a change in norms that allowed 
public sector banks to expand priority 
sector lending to areas like information 


| technology and to set off investments in 


the Rural Infrastructure Development 

Fund against the target for agriculture. 
As a "man from the rural areas", 

Jaswant Singh has taken note of these 

concerns. Some of his proposals: 

E To tackle the problem of credit, pri- 

vate banks will be encouraged to open 
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branches in rural areas and the question 
of franchising agricultural credit will be 
re-examined. Banks will also be ‘encour- 
aged’ to follow the State Bank of India’s 
new interest rate regime of 2% above 
and below its prime lending rate for se- 
cured advances, 
E To deal with lack of technological in- 
puts, anew central scheme for high-tech 
horticulture and precision farming. In- 
vestment: Rs 50 crore, 
E A special programme, Maru Gochar 
Yojana for the desert districts of Ra- 
jasthan to rehabilitate traditional pas- 
tures. Investment: Rs 50 crore. 
Bi A price stabilisation fund for planta- 
tion crops. Investment: Rs 500 crore 

The proposed outlay for agriculture 
and allied activities is Rs 3,866 crore, up 
just Rs 133 crore from the previous year's 
allocation. The figure looks a bit better as 
the revised estimates for 2002-03 show 
that the outgo was only Rs 3,219 crore. 
It's difficult to see how, with this amount, 
agriculture can respond robustly to is- 
sues such as land degradation and un- 
dertake hi-tech diversification. 

Meanwhile, agriculture imports have 
started rising once again. From $1.8 bil- 
lion in 2000-01, it has climbed to $2.3 bil- 
lion, thanks to oilseeds and pulses. The 
surge this year could be substantial. Wl 

LATHA JISHNU 
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, Strengthenin 
Egyp uan Its s j 
connection 


LITTLE bird tells us that Wipro 
has been busy shopping re- 
NS YN a Re. PO 
WES Rac Sc CE be | em a US-based venture-funded financial 


cently. The market is agog 
TES 2 ae m zz ; pe m e > | services company. What's more this 
! company has products too. 
The size of the deal? Well, nobody 
is talking yet. In fact, when we tried to 


R.A. CHANDROO 





UESS which Indian company has bagged the biggest export order in confirm the news of the buy with 
( the telecom sector? Midas Communications, a seven-year-old R&D some investment bankers, it was 
company based in Chennai, focussing on rural telephony, has just news to them too. And disappointing 
picked a $12-million (around Rs 60 crore) order from Egypt. It will install 2 news at that — because they were ap- 
lakh telephone lines based on the corDect wireless in local loop (WLL) ; ; E E 
technology that it has developed in partnership with the Tenet group, a kid ies » derat DUUM n 
spearheaded by IIT-Chennai professor . An inexpensive xod bris a iid nw 
solution, corDect WLL is the result of Jhunjhunwalas dream to provide The significance of the buy for 
affordable telephone lines to the rural poor. While it might be a while before Wipro? Well, rival Infosys is very 
the poor in India really get connected, the technology is reaching distant strong in the financial services space. 
shores. The corDect WLL line costs just a third of conventional copper-line And, for some time now the acquisi- 
based telephone connections. That obviously helped Midas clinch the tions team at Wipro has been trying 
Egyptian deal. Closer home, Reliance Telecom is implementing a 1.5 million- to build up its strength in the enter- 
basic line, 1,500-town telecom project using the technology. BSNL is using it prise applications area as well as 
to implement a 5.77 lakh-line project. fi ial ices. Talk ab 
(4: ANAND inancia services. Talk about competi- 
tive pressures! 
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Now shopping at department stores 
can be real fun, and easy on the 
Í pocket too. Presenting an innovative 
| EMI Scheme on the ICICI Bank 

Í Credit Card, that's yours, hassle-free. 





| Shop for as much as you like, and pay for 
it as you do normally, through your credit 
card. Then, call us within 7 days with a ] 


request for your purchase to be 7 
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That's it. No paperwork. No documents. 4 
No cheques. Just one phone call. l 
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Call now: Bangalore 532 5454 * Chennai 2435 4350 * Delhi 2430 8000 * Kolkata 2253 9999 * Mumbai 2830 7 





HASKAR Bhat, man- 
aging director of the 
Rs 727-crore Titan In- 
dustries, has decided 
it is time to get tough. 
On 31 January, Bhat sent out a 
clear message to Titan's 1,700 
workers — from now onwards 
workers, like managers, must 
have a variable pay component 
linked to the company’s perfor- 
mance. Predictably, it did not go 
down well with the unions. Three 
days after Bhat's announcement, 
on 3 February, the workers declared 
a “tool down" protest. Ten days 
later, the management reacted by 
declaring a lockout at the compa- 
ny's Hosur factory. 

At the heart of the controversy is 
a wage agreement that expired in 
April 2002. Since then, Titan's work- 
ers have been pushing for a new 
agreement — with a pay hike. Titan 
will not disclose what the amount 
being negotiated is, but in 1999, 
when the last agreement was signed, 
Titans payroll costs went up by a 
massive Rs 18.13 crore. To put that in 
perspective, Titan's net profits last 
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‘EMI on Call’ is so easy on the pocket. 
EMI of just Rs. 917 for a loan of 

Rs. 10,000 for 12 months! So from 
now on, do it the ICICI Bank Credit 
Cards way. Shop. Call. And, relax. 
Buy now, pay later has never 

been easier. 
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year were only Rs 13 crore. Clearly 
the stakes are high enough for 
Bhat to risk a lock-out and the en- 
suing fall in production and rev- 
enues rather than submit to the 
workers’ demands. 

Trouble has been brewing 
since November last year, when 
negotiations for the new wage 
agreement began. Titan's work- 

ers, who had been getting fixed 
wages for the past 19 years, obvi 
ously wanted to continue that 
system. But the management was 
keen on tying wages to perfor- 
mance. In fact, there is a precedent: 
in 1999, Titan introduced variable 
pay for managers and it is being 
strictly enforced from last year. Titan 
has simultaneously been trying to 
downsize its workforce. Last year, it 
offered VRS to 606 employees. Vice- 
president (corporate affairs) Vikram 
Rajaram says: “The economic con- 
ditions are not hidden from anyone. 
Titan’s profits, too, have fallen. Natu- 
rally, the company has to do all that 
it can to protect its bottomline.” Try 
telling that to the unions. 
MITU JAYA 
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MEDIA AND ADVERTISING 


Bowling 
‘em over 


S the time and money (an es- 
Tied Rs 1,500 crore) being 
spent on the World Cup 
worth it? If emerging data is to 
be believed, even if cricket is a 
game played by 11 multi- 
coloured fools and lapped up by 
11 zillion more (with apologies 
to G.B. Shaw), advertisers are 
pretty wise not to ignore the sport. 

Some things stand out if you look at the charts — the 
findings of an online survey by Cross-Tab Marketing Services 
on 551 netizens. 

E Most brand advertising carried out between overs during 
live match coverage seems to be doing well in terms of viewer 
recall, but LG and Pepsi overshadow others. Does it have any- 
thing to do with the amount of money these two companies 
spent or was it just good advertising? No one is very sure. 
Meanwhile, the International Cricket Council may have had 
rulings on the issue but the ad recall shows that apart from 
these two brands, the other official sponsors — Hero Honda 
and South African Airlines — have been cleverly ambushed! 

ll Max has made a serious attempt to ramp up cricket s enter- 
tainment value and get more people hooked on the sport. But 
for all the noise, hoopla, Mandira Bedi et al, roughly half the 
people surveyed still went back to an ESPN-Star Sports for se- 
rious analysis. For Sony's Kunal Dasgupta the interesting ques- 
tion would be: Was Kerry Packer the last guy to dumb down 
the sport? Is there nothing better that can be done to get it 
closer to the masses (read women and children)? 

VANITA KOHLI 





SHOP TALK 


The Indian marathon 


ANZ failed. How are newer firang retailers like Mango, 
RSH and Marks & Spencer (M&S), entering the country 
through local partnerships, finding India as a business 





N 


destination? Surprisingly good, actually. Fashion brand 
Mango and sports equipment retailer RSH entered India in 
late 2001. Six months later, Marks & Spencer followed. RSH 


had targeted a wholesale turnover of Rs 20 crore by the 
end of Year Two. It has already reached 
the Rs 16-crore mark. Mango's solitary 

store in Mumbai is clocking around Rs 7 
crore-10 crore. M&S is lagging, though. 
The company says it's doing excep- 
tionally well, but holds all-too-fre- Mus 
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Extraa Innings on SET MAX 


Follow Through on ESPN Star - 
Taking guard on ESPN Star 
Cricket highlights on DD sports _ 
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BRAND ASSOCIATION WITH WORLD CUP 2003 


lop of the mind recall KOR 
51.4 9. 


EXE — 


Brand Overall recall 
Pepsi 
EIL MC 
Hero Honda. 
Samsung 
Coca Cola — 


Pepsi Blue —  — 
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*The first brand recalled 


















**All the brands recalled 









MEDIUM USED BY THOSE WHO 
DID NOT SEE THE MATCH LIVE 


Tracked score 
79 , through a website 


Used online 





5 66.2 desktop oe None 
* trackers cellphone 19.2 
n 13.1 85 | 
0 ^7 
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Some used multiple mediums 








| quent discount sales. Its high prices are scaring most Indians 


away. And those willing to pay Rs 2,000 and more for a shirt 
are turned off by the limited range. Observers feel that M&S' 
strategy of having shops smaller than its global outlets is not 
working. Undeterred, more players are coming in. This 

year, the first outlets of supermarket chain Shoprite and 
German cash-and-carry chain, Metro, will open. i 
M. RAJSHEKHAR 
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CONDITIONAL ACCESS ! SECOND TAKE 





WHY IT WON'T WORK 





In ‘The Great Push For Pay’ (BW, 13 January), we talked 
about how the Conditional Access System (CAS) will let 
broadcasters earn more from cable operators. 

MrS. Mani gave us his counterpoint: 


AM closely associated with the cable television in- 
dustry and was the head of the cable TV equipment 
division of a company. We could foresee the emer- 
gence of MSOs (multi-system operators) and the need 
for technology. In 1995, I led the team that designed a 
single head-end, fibre optics reverse path network for a 
metro. Later, I was distributor for a leading pay channel. 
I wish to make a couple of points on CAS: 
B Having set-top boxes with pay and view is ideal. 
ll MSOs provide the signal and link operators take it to 
individual homes. So both have to make an investment. 
lll Most MSOs provide for reverse path network to take 
care of pay and view through domestic set-top boxes. 
But it is the link operators whose networks take the sig- 
nal to individual houses. How many link operators 
have invested to provide for reverse path network 
(high-quality cable and reverse 
path amplifiers)? Without this, 
pay and view will not work. 
Pay and view is not just about 
consumers buying set-top 
boxes. It involves a whole lot 
of capital investment by the cable 
operators. 
BI Revenue-sharing between ‘manufac- 
turers’ (the channels) and distributors 
(cable operators) cannot be com- 
pared with that in other industries. 
For example, in FMCGs, the role of the 
distributor and retailer is restricted to stocking and 
retailing. The only capital expenditure involved is in the 
showroom. Most retailers have multi-brand products 
and use the same infrastructure for stocking and retail- 
ing. In cable TV, the investment in technology is at a 
high price and a high risk. If the cable operator installs 
his own head-end equipment, he will need a lot equip- 
ment for each and every TV channel. For pay and view 
and Internet through cable, one needs high-quality 
coaxial or fibre optic cable and high-quality reverse 
path amplifiers. This is in addition to the investment 
made by the MSO. So the revenue sharing pattern will 
be different from that in other businesses. This is one 
reason why Internet through cable has not picked up. 
E About 40% of all cable TV viewers live in villages and 
villages do not have equipment to handle pay and view. 
Legislation cannot put an end to under-declaration 
for pay channels. With TV sets available for as low as 
Rs 7,000, how can one invest Rs 2,000 (for an analogue 
box — Rs 5,000-7,500 for a digital one) on a set-top box? 










Businessworld invites other members of the cable and 
satellite television industry to give their views on the 
matter. They may write in to editor@bworldmail.com. 
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AHMEDABAD: INC. 5, METRO SHOES, REGAL SHOES * BANGALORE: 
INC. 5, LIFESTYLE, METRO SHOES, MocHi, REGAL SHOES * BARODA: 
METRO SHOES * CHANDIGARH: METRO SHOES * CHENNAI: FLORSHEIM 
SHOE SHOP — SPENCER PLAZA II. ISPAHANI CENTRE, KHAL'S FOOT WORLD, 
KOBLERR, LIFESTYLE, METRO SHOES * COIMBATORE: LEATHERMAN 
* DELHI: GOLDEN TOUCH, INC. 5, INSIGNIA, LIFESTYLE, METRO SHOES, 
REGAL SHOES * HYDERABAD: LIFESTYLE, METRO SHOES, REGAL SHOES 
* KOLKATA: METRO SHOES, MocHi, REGAL SHOES * LUDHIANA: METRO 
SHOES * MUMBAI: METRO SHOES, REGAL SHOES, THE LOFT, VAMA 
* PONDICHERRY: CasABLANCA * PUNE: MeTRO SHOES * RAJKOT: 
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VANITA KOHLI 


HE Indian advertising fraternity 

has a disproportionate number of 

heir-apparents who never became 

monarchs. Start with Nikhil Nehru, 

currently on a sabbatical, as he 
puts it. Way back in 1992, Nehru was 
heir-apparent to HTA chief executive 
Mike Khanna. But the coronation never 
happened and Nehru left to seek oppor- 
tunities overseas. In 1995, he returned, 
this time as deputy chief operating offi- 
cer, McCann-Erickson, and Sorab Mis- 
trys successor-apparent. Again, the 
throne remained just outside his grasp 
and finally, Nehru, 54, went on his sab- 
batical last year. 

Meanwhile, in Mudra Communica- 
tions, Rahul Kansal was seen as founder 
chairman A.G. Krishnamurthy's succes- 
sor. But when Kansal realised he had re- 
mained Prince of Wales for far too long, 
he quit to join Leo Burnett as deputy 
managing director in September 2000. 
Like Nehru, he was second time unlucky. 
In October last year, Kansal, 45, moved 
as director of The Times of India brand. 


LOWE 


(right) left because 
it seemed like he 
would not 


of Lowe India. 
Only recently did 
Prem Mehta 
(left, standing) 
announce that 
- Pranesh Misra | 
_ (sitting) would 3 
| take overas 4 
chief operat- 3 
ing officer — 


(Leo Burnett CEO Arvind Sharma says 
he never came in the way of Kansal's 
rise.) In 2000, Preet Bedi was brought to 
the Mumbai office of Lowe (formerly 
Lintas); it seemed then that he was to 
succeed managing director Prem 
Mehta. By 2002 it became apparent that 
Bedi, 46, wasn't getting the top job just 
yet. He left in 2002 to join TBWA-An- 
them, a much smaller agency, as CEO. 

Those familiar with royal trivia will 
recognise such goings on. In 1901, Ed- 
ward VII became King of England at age 
60; while he did not resent mother 
Queen Victoria's good health, he was 
miffed with her for not abdicating ear- 
lier. Again, it has been 34 years since 
Prince Charles was formally anointed 
Prince of Wales. But advertising, though 
stacked with people with princely airs 
and attitudes, shouldn't exactly be func- 
tioning like a monarchy. (Though many 
insiders, including some from the long 
list of heir-presumptives and heir-ap- 
parents, will insist it does!) 

So, when was the last time you saw à 
change of guard in advertising? Must be 
quite some time back, because the in- 


In 2002, Preet Bedi E 


become the head 4 










cumbents in the top agencies have been 
around for a long time. Mike Khanna has 
led HTA (now J. Walter Thompson or 
JWT) for 16 years, Krishamurthy has 
been Mudra's boss for 23 years, Prem 
Mehta and Ranjan Kapur have been 
leading Lowe and Ogilvy & Mather, re- 
spectively, for 10 years each, Anil Kapoor 
FCB Ulka for 14 years. Arvind Sharma, 
46, redesignated managing director in 
1995 (earlier he was deputy managing 
director), has been running Leo Burnett 
for the last decade. Most ad chiefs are ei- 
ther over 60 or almost there. Khanna is 
reportedly on his third extension; Kapur, 
60, got an extension in 2000 and Mehtas 
(58) contract lasts till 2004. Of course, 
nobody dared ask when Krishnamurthy 
will leave; his successor was known only 
last week, when it was announced that 
Madhukar Kamat would be the next 
CMD. Kamat will take over from 1 April. 
Meanwhile, yesterday's young Turks 
are today a bunch of people — at times 
embittered — just getting on with their 
lives elsewhere. Their ranks include 
Nikhil Nehru, Preet Bedi, Sunil Gupta, 
Ambar Brahmachari, Asit Mehra, Rahul 
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The succession doesn’t happen. The bosses 
don’t go. What’s going on in the ad world? 


Kansal, Anand Halve, Ambika Srivas- 
tava, Ketaki Gupte... the list just goes on. 

“They (agency bosses) are like politi- 
cians: they love coteries, they don't want 
to give up power; otherwise, nobody will 
invite them for Page Three bashes," says 
Sunil Gupta, one time aspirant for the 
JWT crown. Unlike Mughal royals, who 
went to war with their fathers and broth- 
ers to get the Mughal throne quickly, 
Guptas options are limited — he can 
only rail against the injustice of it all. He 
was asked to head JWT Mumbai when 
Mike Khannas No. 2, Anil Bhatia, passed 
away in 1999. Perhaps implicit in that 


was having a stab at Khanna’s job. By | 


2002, after over 23 years with the agency, 
Gupta realised it wouldn't happen — at 


least not in the short run. He is now chief | 


operating officer at RK Swamy BBDO. 
Making sense of it all isn't easy, and 
questions abound. Is it sheer coinci- 
dence that all these CEOs have been 
around for so long, or is it symptomatic 
of some deeper malaise? Why is an in- 
dustry that has been battling slow 


growth, declining margins, loss of busi- 
ness to specialised shops and falling cre- 
dibility in the last three-odd years, so re- 
luctant to try out new people and, hence, 
new ideas? Is the lack of pressure to meet 
the street's expectations leading to the 
somewhat ad-hocism in advertising? 


HY do you guys forget the batch be- 
fore us? They hung around for 20 


years and more,” says Kapur. Ger- 
son Da'Cunha did 20 years as head of 
Lintas, Peter Fielden ran HTA for 30 
years, followed by Subhash Ghosal and 
so on, Kapur adds. Most of the current 
CEOs waited years for coronation. Ka- 
pur himself went to Singapore for nine 
years when managing director Mani 
lyer, his contemporary at O&M, did not 
appear to be stepping down. When Iyer 
left in 1993 after 19 years at the helm, Ka- 
pur became MD at 51. He went on to 
transform O&M into one of the hottest 
agencies in India. O&M had billings 
worth Rs 93 crore in 1992-93. It 2002-03, 
it will post billings of Rs 1,150 crore. 
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What's true for him is partly true for 
many of his contemporaries — Khanna 
Mehta, Sharma,... almost everyone bla- 
med for hanging on. Most began runn- 
ing their agencies when advertising was 
the dumb blonde for Corporate India — 
it looked good, but did not make any dif- 
ference. Luckily for them, their ascen- 
sion to the corner room coincided with 
liberalisation. This meant that in a more 
competitive market, advertising made a 
difference: agencies became partners in 
brand building. These heads also deliv- 
ered. Billings grew at a scorching 30-40% 
a year. “The reason it (advertising) has 
grown from Rs 2,000 crore to Rs 10,000 
crore in the 1990s is because of the stable 
leadership,” says Sam Balsara, managing 
director, Madison Advertising. 

In those years, everything seemed 
fine. The advertising industry attracted 
talent, there were opportunities for peo- 
ple to grow, and the like. In fact, many of 
the heir-apparents and heir-presump- 
tives earned their spurs in those years, 
But all that changed pretty soon. 
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HAT makes people think they dont 
have to wait?" asks Sandeep Vij, 
president, Optimum Media Solu- 
tions (Mudra’s media arm). His logic 
goes like this. Throughout the 1980s and 
the 1990s, people kept shifting jobs, 
making advertising a profession with 
one of the highest personnel turnovers. 
But now that it has stabilised, upward 
movement is bound to take long. 

Too long, some argue. And for rea- 
sons entirely unanticipated. By the mid- 
1990s, it was becoming clear that agen- 
cies could not sustain the growth rates 
they had become used to. Then came 
Pokhran II, Kargil, the global slowdown 
and a host of other factors. And all of a 
sudden, India didn't seem happening 
any longer. This meant many things. 

One, the international boards got jit- 
tery. While the heir-apparents were 
ready to don the coronation robes, the 
international boards suddenly changed 
their minds about the tenure of the in- 
cumbent monarch. In 2000, when Sorab 
Mistry (now 53) became area director 
(South Asia) and executive vice-presid- 
ent (Asia-Pacific) it looked like he would 
soon relinquish the Indian arena. But 
parent company McCann US asked him 
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to stay on as the Indian 
market was looking 
unstable. For McCann 
US, Mistry represented 
continuity. But for 
Nehru, it meant an 
even longer wait. 
Then, internatio- 
nal opportunities shr- 
unk. Till the late 1990s, 
markets like Malaysia, 
Indonesia or Singa- 
pore lacked local tal- 
ent. So Indian expa- 
triates were groomed 
to take over as country 
heads. In 1995, Misra 
went to Jakarta to head 
the international client division for 
Unilever, came back as regional co-coor- 
dinator (South Asia and the Middle East) 
before being appointed as COO of Lowe 
India last month. Ironically, as advertis- 
ing growth slowed back home, local tal- 
ent in other Asian markets began matur- 
ing, reducing the need for Indian 
expatriate managers. Then, in 2000, the 
global ad industry started its downslide. 
So Indian advertising talent got thu- 
mped from both sides. "At a senior level, 





the number of credible 
assignments, like country 
head postings or global 
brand heads, are coming 
down," says Kansal. 

Now all those bright 
people who had been hired 
and promised the best jobs 
had nowhere to go — either 
in India or overseas. 

Even CEOs found it dif- 
ficult to head out. "You do 
succession planning when 
you have somewhere to 
go," says Anand Halve of 
Chlorophyll, a brand con- 


PROPRE sulting firm. Some of them 
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refused to go abroad even 
when they had a chance. When you are 
the country manager of, say, Hong Kong 
or Indonesia, chances are you are a small 
guy in a small, rather boring and homo- 
geneous market. The media attention, 
importance and sheer fun of working in 
India, a more dynamic market, wins over 
the temptation to go anywhere. "I had 
the option of moving into the network in 
1998; I chose not to," says Sharma. "I de- 
cided that there was more joy in running 
acompany with 300 people than starting 
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an initiative with five in Chicago." 
Sharma may be a bad example since 
he took over as MD only in 1995, but 
such rationalising is common. Kapur, for 
instance, has been vice-chairman of 
Asia-Pacific for over a year now. But in- 
stead of setting up base in Hong Kong, 


| 


he goes there once every few months. “It | 


is about lifestyle, stature, width of re- 
spect, role, etc.,” says Sharma. Most are 
happy with what Vij calls their “Raja sta- 


tus” in India. The Raja status also actsas | 


a stopper to those down below. 


Meanwhile, thanks to the inverse | 


correlation between talent and opportu- 
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nity, some sort of turf wars emerged. 
Take Sunil Gupta’s example. He was 
widely known to be the man who made 
JWT Delhi a hot and happening place. 
Campaigns like Pepsi's ‘Nothing official 
about it’, or the Voluntary Disclosure of 
Income Scheme one for the Indian gov- 
ernment were developed when he was 
the head of Delhi operations. When the 
Mumbai chief and Khanna's whispered 
successor, Anil Bhatia, passed away in 
1999, Gupta was asked to head Mumbai. 
Clearly, Gupta was in the reckoning 

for the top job along with Kamal Oberoi. 
But the cultural differences between 
Delhi, a high growth market full of ag- 
gressive guys, and Mumbai, a more stag- 
nant market, got to Gupta, say ob- 
servers. A lot of things apparently 
bothered Gupta — the way execu- 
tive committee meetings were con- 
ducted, the lack of support he had 
when it came to changing things, 


did not see eye to eye. Finally, Gupta 


McCANN-ERICKSON 


(bottom right) left 
the agency because he did not 
get to be head. A few months 
(bottom left) 


(top) 


later, 
announced 
as his successor 


and others. Khanna and he clearly | 












quit in 2002. (Khanna did not meet Busi- 
nessworld for this story.) 

Preet Bedi’s experience was some- 
what similar. He was moved from head 
of Lowe's operations in the North and 
Kolkata to Mumbai with an understand- 
ing that while Lowe director Pranesh 
Misra would get an international assign- 
ment, Bedi would take over from Mehta. 
Mehta claims he made no such promise. 
"The media built him (Bedi) as my suc- 
cessor,” he says. Reportedly, Misras 
overseas assignment did not materi- 
alise. By 2002, it was apparent that Bedi, 
46, wouldn't get the top job immediately. 
So he quit. 

He has no complaints though. "AII 
the decisions were made in good faith," 
says he. Mehta dismisses any suggestion 
of blocking Bedi's growth: "Lintas is an 
institution. I may not be here tomorrow, 
but it will run." Mehta feels his biggest 
achievement after taking over from 
Alyque Padamsee was creating an age- 
ncy that functions irrespective of who is 
in charge. He points to his six-odd mem- 
ber executive committee. "Any of them 
could be my successor and below them 
are 20 people who will be able to take 
over their function," says Mehta. So why 
has he stayed on? “A CEO cannot come 
and change things in three years; 8-12 
years is a reasonable tenure," he says. 

Nothing wrong with that. In many of 
India's best-managed companies, heads 
do get an eight- to 10-year tenure. But 
the predicament in advertis- 
ing seems to be that the 
CEO's departure is a line in 
the sand that keeps shifting. 


RANKLY, how long 
o: or any of his peers 
in the industry choose to 
stay is a matter between 
him and other stakeholders 
in the respective agencies. 
Since these agencies are 
not listed, outsiders have 
no grounds on which they 
can question the tenure of 
CEOs and its effects. 
(Many argue that move- 
ment at the top is an issue 
precisely because agen- 
cies are not listed.) But 
while agencies may not 
be violating the letter of 
governance, they are, 
perhaps, violating the 
spirit of it. Governance 
here is defined in its 
widest sense — where an 
organisation creates 
value for its stakehold- 
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"etus OF NAA IS Officially out. (Brand Equity, The Economic Times, 18 Dec, 2002). 
Gentlemen will note that their shaving habits have been reflected quite accurately in the charts. 
Namely, Super-Max ranks ahead, in fact far ahead, of Gillette. 
A fact that has also been proven by CMIE's report on trends and market shares 
of razor blades and other shaving systems. 
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ers (employees, customers, etc.) and so- 
ciety in general. 

Any direct correlation between lack 
of churn at the top and falling or flat 
agency billings can, at best, be tenuous, 
more so since the externalities are bad 
today. But most agency watchers, in- 
cluding some agency heads, admit that 
all this is taking a toll on attracting talent. 
Euro-RSCG chairman and CEO Ishan 
Raina feels that perceived stagnation is 
one of the reasons why advertising is no 
longer attracting the best, as it used to 
earlier. "Now (young) people want to 
know where they will be heading a few 
years hence... they see the same old and 
tired people at the top and they think 
this isnt where I want to be," says Raina. 

In a business that thrives on people, 
that is dangerous. One outcome is that 
today huge chunks of marketing spends, 
30- 4096 in most cases, are going to spe- 
cialised shops like Direm, Samsika, or 
Wizcraft, while agency billings have 
stagnated. "The equation between the 
client and the agency has eroded over 
the years. The agency's specialist status 
has gone down, says Umesh 
Shrikhande, director, Euro- RSCG. 

Then again, there was a feeling, not 
too long ago, that Indian agencies could 
dominate at least the Asia-Pacific region. 
This was based on the quality of Indian 











LEO BURNETT 


Arvind 
Sharma 
(right) claims 
that the post 
of managing 
director lies 
vacant. 
Meanwhile, 


his deputy 
Rahul Kansal 


(left) quit 
because he 
did not get 
that job as 
expected 


managerial talent. Today, that is a dis- 
tant dream. "Ten years ago, India and 
China got the same attention from the 
foreign agencies; now India is about a 
third of Chinas size," says Mistry. The 
fact is India has not delivered on its po- 
tential while China is among the Top 12 
ad markets in the world. Sandeep Goyal, 
former CEO of Zee and ex-president, 
Rediffusion DY&R, says that Indian ad 
agencies do not figureon the list of prior- 
ities of principals based out of London or 
New York due to their small size. "World- 
wide, except for JWT and O&M, India is 
not everyones (every agency's) Top 15 
market," he says. Many blame interna- 
tional parents for this situation. "They 
only see whatever is convenient to 
them," says Gupta. 

That, in some ways, creates a chicken 
and egg situation. As the agencies are 
not big, they dont invite enough foreign 
attention to change; and they don't grow 
big because the pace of change is slow. 

Of late, there seems to be some at- 
tempt at fixing things. Prem Mehta has 
just announced that Pranesh Misra will 
now be COO. Sorab Mistry named San- 
tosh Desai as his successor last Decem- 
ber, while he has shifted his South Asian 
base to Dubai. Kapur says: "You can 
quote me on this, I am leaving by De- 
cember 2003." Group president and na- 






tional creative director Piyush Pandey, 
47, along with COO S.N. Rane and a yet- 
to-be-named business head will take 
over at O&M. At JWT there is talk of 
Khanna passing the baton on to Kamal 
Oberoi, a JWT loyalist, by next year. 

More importantly, the debate on 
succession, or the lack of it, has begun. 
But there is no consensus on what the is- 
sues are. "That thought (succession) is 
not natural to this industry," says Mistry. 
Not everybody agrees. "Everyone has a 
shortlist of CEOs; it would be premature 
to give away names; the politicking 
starts immediately," says Kapur. Agrees 
Arvind Sharma: "The question is do you 
want a successor, who is, by definition, 
an expensive resource, hanging around 
for four years when you can find one at 
six months notice?" Sure, but when do 
you start looking for a successor? When 
should a CEO retire? "Ad CEOs should re- 
tire at 50; I will," declares Raina. Pandey 
thinks it is ridiculous to put an age limit 
on ability: "Internationally, people retire 
at 65, in India the retirement age is 58, so 
we expect everyone to move on. But if 
the CEO is doing well, his faculties are 
working, why should he?" 

A lady at Buckingham Palace would, 
perhaps, agree. a 


(Additional reporting by Supriya Kurane) 
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Two recent announcements can change the 
face of commodity trading in India 


AVINASH CELESTINE & 
SHISHIR PRASAD 
OMMODITY traders have never 
had it so good. Last week, after a 
30-year ban, the government per- 
mitted futures trades in 54 items. 
That more than trebled the num- 
ber eligible for futures trades from the 
existing 23. And just around a month be- 
fore that, commodity markets regulator 
Forward Markets Commission (FMC) al- 


T d 


lowed four exchanges to conduct futures | 
trades in all these items. But is that really | 


something that the commodity trade in 


i 


| 


india should be thrilled about? After all, 
| 90% of sugar is sold through kiranas and | 


how big is the potential? 


MAGAZINE OF THE NEW ECONOMY 


Almost 40% of India’s GDP com- 


prises agricultural produce and metals. — 


Kushal Thakker, who trades in a number 
of commodities, says: “If things go right, 
the trade in commodities could be 10 
times that of the trade on the stockmar- 
kets.” Now that is big. 

Till now, state control over supply 
and, hence, price, has not allowed com- 
modity trading to grow to its potential. 
"Now the government is retreating and 
allowing the markets to take over and we 
need mechanisms to manage the risk 


_ that the government used to bear," says - 
| FMC director Kewal Ram. 


Take sugar. Due to decontrol, over 





Weaknesses 


Perceived as strong in 
soya only, still on open 
* outcry system 


-Yet to start, full 
operations still 8-9 
P months away, convincing 
traders will take some ~ 
doing | 


Perceived as a castor 
seed exchange primarily, 
M participation of other 
commodity traders 
limited as of now 


Participation will be an 
issue and exchange will 
Z5 have to come up soon 





only 10% through the ration shops. So, if 
the harvest is good, the price would fall 
sharply in the open market. So, the far- 
mer could earn less than what he would 
if the produce was bad and prices re- 
mained high. Both he and the consumer 
are exposed to huge price swings. 

One way to cut risk is through indi- 
vidual forward contracts, where a farmer 
agrees to sell a fixed amount of produce 
at a fixed price to a trader at some point 
in the future. So the farmer is guaranteed 
a minimum price. The risk for the trader 
is that the farmer may not honour his 
contract. Also, the market price at the 
time the trader has to honour the con- 
tract could be much lower than the con- 
tract price. So the risk is not distributed. 

This is where futures contracts help. 
These are similar to forwards contracts 
except that the trader can sell his agree- 
ment with the farmer to other traders. So 
he may be more willing to take the risk of 
entering into such an agreement. Afu- 
tures contract splits the risk into small 
pieces and parcels it out so that no one 
has to bear the entire risk. 

Despite these benefits, futures con- 
tracts trading for commodities has been 
falling steadily. Futures trading had been 
allowed in 23 commodities like pepper, 
jaggery and soya. However, the cumula- 
tive trading value on all these exchanges 
declined from Rs 31,356 crore in 1996 to 
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Rs 27,380 crore in 2000-01. In some ex- 
changes like the Mumbai-based Cotton 
Exchange, the trading volume is nil. 
"Small single-commodity exchanges, 
except the pepper exchange, are isolated 


and not very well synchronised with the | 


world commodity prices. What you need 
are multi-commodity exchanges that 
will increase the volume of trade and 
lower the cost of trade," says an influen- 
tial trader. 


And that is where the four exchanges 


that have got the FMC approval to trade 
in all permitted items comes in. 

First, there is the National Board of 
Trade (NBoT), which trades primarily in 
soya. Then there is the Online Commod- 
ity Exchange of India (OCED, which 
trades primarily in castor seeds. These 
have been built largely on the initiatives 
of traders. The third is independent and 
led by an ICICI Bank-backed consor- 
tium. The fourth is the wild card. It is be- 
ing developed by Financial Technolo- 
gies, a company that develops software 
for stock and commodity trading. 

And they are vying to make the most 
of the new opportunity. "The market is 
looking for modern exchanges that offer 
a wide variety of commodities and tech- 
nology that makes the exchange trans- 
parent," says PH. Ravi Kumar, senior 
general manager, ICICI Bank. 

So what are the four exchanges do- 
ing? The first off the block was NBoT, 
formed to consolidate the local soya 
trade. The focus worked. Its volumes to- 
day: Rs 300 crore per month. 

According to FMC's Ram: "One ofthe 
things that appears to have worked for 
NBoT is the concentration of soya pro- 
ducers and consumers in Madhya Pra- 
desh." The proximity of buyers and sell- 
ers, meant the people knew who they 
were doing business with. This matters 
initially, when traders are unsure about 
the exchange. It also helped that NBoT 
chairman Kailash Shahra is also the pro- 
moter of Ruchi Soya and is known to the 
trade. He could convince people to join 
the exchange. He, however, says: "We 
were able to take people who have been 
in the trade for years to the exchange. We 


used their knowledge. For instance, we | 


managed to get a consensus on an aver- 


age price at which to trade. Instead ofus- | 
ing some textbook to create a formula | 


for mustard oil prices, we used a na- 
tional average of prices and then a for- 








mula acceptable to all to work out the fu- | 
ture prices. That's reason for the growth | 


of volumes.” NBoT registers the highest 
daily trade for soya after New York's com- 
modity exchange. It has moved into 
mustard oil (9-1096 of volumes now). 


| 





“We will add palm oil shortly and move | 


into other commodities,” says Shahra. 


If Shahra has the trade on his side, | 


ICICI Bank is looking to cash in on its in- 
dependent status. It is forming a consor- 
tium with the National Stock Exchange 
(NSE), National Bank for Agriculture and 
Rural Development (Nabard) and the 


Life Insurance Corporation of India | 


(LIC). Each partner will have equal stake 
in the exchange and the total capital be- 


ing put up is Rs 50 crore-75 crore. Why | 


will the market come to them? "Look at 


| what the NSE did to stock trading. Their 


transparency and modern method of 
trading allowed them to pull ahead of 
the BSE (Bombay Stock Exchange). Our 
approach will be to provide a credible 


ICICI Bank's Ravi Kumar says the commodities 
market is looking for modern exchanges 





platform with the lowest cost of trade," 


| says Ravi Kumar. 


One thing that will work in the con- 
sortiums favour is Nabard's understand- 
ing of the foodgrains market. Ravi Ku- 
mar adds: "We will be a strong player 
there. But we will add all commodities. 


Even cotton." That should worry the East | 
India Cotton Association, which now | 
lords it over the defunct cotton ex- | 


change. And unlike NBoT's open outcry 


| 
| 





system, ICICI Bank is setting up an on- | 


line system like the NSE's. And while 
Shahra has expertise in soya, Nabard, 
one of the partners in the ICICI Bank 





consortium, has been funding the food- 
grains market for aeons. "Their knowl- 
edge of the market will be of huge help in 
designing the contracts we will offer in 
those commodities," says Ravi Kumar. “I 
think our credibility will be our biggest 
strength. Our members have studied fu- 
tures markets well; that will show up in 
the kind of contracts we will design," 
says Narendra Gupta, general manager, 
ICICI Bank. But it will be 8-9 months be- 
fore the exchange starts operations. 

Apart from these two the other play- 
ers are Kailash Gupta's OCEI, which is 
doing volumes of about Rs 75 crore- 100 
crore and 15,000 tonnes per day. Gupta, 
too, has used his clout in castor oilseed 
— his company Neptune Overseas is a 
major player there — to shore 
up volumes on the exchange. 
But right now the exchange is 
strong in one commodity: cas- 
tor seed. Gupta, however, says 
that there is more to it. “We have 
about 24 commodities and we 
see good volumes in rapeseed 
as well (almost 2596 of the vol- 
umes). And if you look at the 
number of contracts we offer, 
you will see that the exchange is 
seeing more participation. We 
started with two futures con- 
tracts in 24 commodities and 
today we have almost 86 con- 
tracts," says Gupta. As of now, 
the trade is not too bullish on 
him. "Iam not very comfortable 
with the credibility of his ex- 
change. I'd wait and watch," 
says a large oilseeds trader. 

The most different of the lot 
is Jignesh Shah of Financial 
Technologies. Shah comes from 
a technology background. He 
developed BSE's trading sys- 
tem. His competency is trans- 
action processing systems. So 
what is he doing setting up an 
exchange? "We are not a pro- 
ject-based company. We be- 
lieve we get the trade involved and we 
have expertise in the trading system," 
says Shah. He is not willing to reveal 
more, but the trade feels Shah has got 
the wrong end of stick. "The two serious 
contenders are NBoT and ICICI Bank. 
Gupta's OCIL is an underdog. And we 
don't consider Shah a force at all. He is 
not a trader, he hasn't run exchanges, he 
is not the government and he has no ex- 
perience in financing exchanges; why 
should anyone be with him?" says alarge 
commodity trader. 

Who they will be with is not clear — 
they have the luxury of choice. Ll 
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With 125 PS of power under the hood, the-Corolla packs quite a punch. 
Sporting Toyota's revolutionary VVT-i (Variable Valve Timing-intelligent) engine. 


the only car you'd expect to keep pace with you is>well, another Corolla. 
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T was a hectic two days for Paul 
Heylen. On 10 February, late in the 
evening, he was in Mumbai making a 
220-slide presentation on market re- 
search (MR). Then, he snatched a few 
hours of sleep in his hotel room before 
boarding the early morning flight to 
Delhi. In the evening, he made the same 
presentation to another set of marketers. 
By the time that got over at 10.30 p.m., he 
was yet to field queries from his audi- 
ence. But why was Heylen, a clinical psy- 
chologist, hobnobbing with marketers? 

He had been invited by NFO-MBL. 
The MR firm was launching IMP/SYS, a 
research tool developed by Heylen 
aeons ago by blending Freudian psy- 
chology and marketing. 

Ahem, that pounding sound you 
hear is marketers racing from one MR 
agency to another, looking for that elus- 
ive edge over their rivals. Enter Paul 
Heylen. He is a keen follower of the 
sociobiology debate and has worked 
with Ernest Dichter of motivational re- 
search fame. In his presentation, Heylen 
was unsparing on marketing theory. He 
said that marketers, by treating the cus- 
tomer as a rational being, had ignored 
the implicit factors underlying customer 
behaviour. MR, he said, relies too much 
on semantics, even though people don't 
always reveal everything during inter- 
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Marico's Mediratta: today, 
qualitative provides more 
insights than quantitative 





views. This could either be 
deliberate, or because some 
things are tucked away so 
deep in the unconscious 
that customers themselves 
aren't aware of them. 

This is a view companies 
are increasingly veering aro- 
und to: us humans run on 
emotion, and reason is only 


we think and act, MR should 
draw from a range of behav- 
ioural sciences. Some of the 
more interesting work on 
uncovering these implicit 
reasons is underway in the 
US. Gerald Zaltman, a pro- 
fessor of marketing at Har- 
vard Business School, is bor- 
rowing from neuroscience, 
sociology, et al, to under- 
stand how we think about 
our needs and choose prod- 
ucts. In India, researchers 
are increasingly borrowing 
from anthropology to observe customer 
behaviour at home, the customer's nat- 


ural habitat, as it is known in marketing- 


psychobabble. That is why marketers at 


| Marico visit customers at home and 


watch how their products are used. How 
does she, say, use hair oil? Does she use it 


a veneer. To understand how | 






















straight out of the bottle? Does she mix it 
with other ingredients? When a Rama 
Bijapurkar talks about age cohorts, she is 
applying sociology to make sense of 
marketing numbers. Sociology is the 
study of the cultural values in which all 
behaviour is rooted. Accordingly, Bi- 
japurkar has classified Indian customers 
into different groups according to the 
era they grew up in. Each era is identified 
by a set of ideas of society and culture 
which most influenced the group grow- 
ing up at that time. 

That leaves psychology, which helps 
in understanding latent needs of custo- 
mers. Take ICICI Bank. Its general man- 
ager Madhabi Puri Buch uses projective 
techniques (like Heylen's model) to un- 
derstand what people want from a bank. 
The fact is people do hesitate to spill all 
while talking about themselves. So, MR 
firms use Freudian (or Jungian) psychol- 
ogy to create customer personas (repre- 
ssed or extroverted, careful or impul- 
sive?). Next, a user is shown a photo- 
graph of a person who most resembles 
her personality and asked about her. 
Convinced that she is not talking about 
herself, the user freely talks her mind. 

From her corner room in Bangalore, 
Meena Kaushik is watching this flurry of 
activity with a sense of vindication. Ten 
years after she set up Quantum, India's 
No. 1 qualitative MR outfit, the business 
is red hot. That's right. Tools and techni- 
ques based on the behavioural sciences 
have been around for over 10 years. 
There was a frisson of interest when this 
‘new qualitative (method) entered In- 
dia. But only a few companies like Hin- 
dustan Lever (HLL) and Procter & 
Gamble (P&G) caught the bug. 
Today, more seem to be catching it. 

But why? Over the last few years, 
the Indian market has transformed. 
. As competition levels ratcheted up, 
_ old differentiators became hygiene 
' factors. And new differentiators 
f were swiftly matched by rivals. With 
product parity, says HLLs MR head 
B.V. Pradeep, customers have be- 
come more fickle. “Every day, the ki- 
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rana store sells some new imported 
brand. As a result, their (the customers’) 
expectations are changing almost daily.” 

That is why qualitative MR is boom- 
ing. As customers are no longer moved 
by rational pitches, the game is shifting 
to the emotional space. Companies are 
transcending functional differentiation 
and tapping emotive ones. Listen to 
Vispy Doctor. Eighteen years ago, he set 
up Ormax, an MR outfit specialising in 
qualitative research. More clients, he 
says, “are today feeling the need to un- 
derstand and predict human behaviour 
so that they can position their product 
accordingly”. Agrees Pradeep: “Earlier, 
we used MR to solve problems we faced 
in the market. But we are now asking for 
insights that can drive solutions.” 
Kaushik stresses the advantage of having 
a customer talk to you first-hand. “The 
emotional value of what she says is re- 
tained,” she says. So, while ‘quanti’ is 
good for brand tracking, measuring 
awareness, and the like, it cannot be 
used for everything. 

Companies are agreeing with that 
prognosis more and more. Marico mar- 
keting head Arvind Mediratta says: “Ear- 
lier, there was a lot of missing data in any 
market and a quantitative survey was 
good enough to give you a set of ideas 
you could act on. Today, most of the 
market data is already in place. And 
every company has those.” As Pradeep 
puts it: “The difference, in terms of in- 
sight generation, between qualitative 
and quantitative is getting stark now.” 


The Quest For Insights 


Take Marico's Parachute Jasmine. Re- 
search had indicated latent demand, 
mostly among women married for six 
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years or so, for scented coconut 
oil. Fragrance was the brand’s 
functional proposition. The un- 
derlying emotional pitch was 
that romance had slowly 
leached out of the lives of these 
women. Win back your hus- 
band, said the ad. But, over the 
next 6-12 months, 5-6 other 
brands, all offering the same 
proposition, entered the market. 
And Parachute Jasmine'5 growth 
tapered off. That is when, says 
Mediratta, "we realised that we 
needed to connect a lot more 
strongly with our customer." 
Research uncovered two rea- 
sons why customers werent stic- 
king. First, they weren't sure if 
the product had coconut oil. 
That was solved by using coco- 
nut visuals on the packaging and 
advertising. Second, and more 
serious, Marico had misread the 
relationship women sought with 
their husbands. They didn't 
merely want attention. They 
wanted him to be a friend, as he 
had been during their courtship. 
Incidentally, the second in- 
sight was not generated during a focus 
group discussion (FGD). Mediratta 
doesn't think FGDs work. Half the time, 
Mrs Vociferous dominates the whole 
proceedings. Rest of the time, the group, 
some 6-7 strangers, just don't open up 
before each other. Instead, he uses a far 
more subtle tack. Take Jasmine. Medirat- 
tas research team met the users at home. 
Once there, they presented the user a li- 
brary of pictures and asked her to pick 
something that would describe her mar- 
riage, her view of the ideal relationship 


Quantitative market research 
has hit a wall. Can ‘qualitatives’ 
save the marketer? 
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between man and woman, and so on. It 
was important to tread carefully here. As 
Mediratta says: “The target market for 
Parachute Jasmine is predominantly 
SEC B and C women. They are all very 
shy. They would never talk about their 
relationship with their husbands to us.” 
Mediratta learnt about such picture 
techniques over 10 years ago while 
working at P&G. This, by the way, could 
be a reason why new qualitative is get- 
ting popular. Marketers moving from the 
P&Gs and the HLLs are disseminating 
the concept. Take dyads and triads. This, 
too, Mediratta learnt at P&G. In a depar- 
ture from the FGD format, two women 
who know each other (neighbours, rela- 
tives, friends) sit for a discussion with a 
Marico manager in attendance. These 
have worked well, he reports. As the 
women are comfortable with each other, 
they are a lot freer with their opinions. 
Mediratta is now thinking of introducing 
deprivation techniques. Here, cus- 
tomers will be asked not to use the 
brand for 15-30 days. After that 
period, the company will go back 
and asks if they were inconve- 
nienced. If they weren't, the brand 
has problems in terms of brand 
loyalty. 
However, companies 
would be advised to be 
a little cautious. ICICI 
Bank’s Buch says 
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ES . Our newest benchmark is set in the highly competitive American wind energy market. It's here that Suzlon commissior 
India's most advanced megawatt wind turbine yet. These are the very turbines that are generating unparallele 
outputs in diverse and extreme weather conditions - scorching 45 C deserts and sandstorms of Rajasthan; lashing 150 inc 
mountain rains of Maharashtra; harsh winds of Tamil Nadu; and corrosive salinity of coastal Gujara 
Now, our team's inimitable expertise is employing them to excel in arctic condition of Minnesot; 


minus 30°C, 50-inch heavy snowfall and severe wind speeds. 


Conforming to exacting UL standards and 60 Hz grid frequency requirement, the project makes Suzlon the first India 
Company to export wind turbine technology to US. It reinforces our standing as a world ranking wind power compan 


And carves a place of pride for Indian heavy engineering. 
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The first two of the 24 Suzlon megawatt-class 
wind turbines commissioned in Minnesota, US. 
The temperature at the time of installation was -35*C. 
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Marketing Brainwaves 


OME of the cutting-edge work in understanding consumers is under way in 

the brain of Gerald Zaltman, marketing professor at the Harvard Business 

School. He says that 95% of the thinking that drives our behaviour occurs un- 
consciously — much of what we think of as conscious will is an after-the-fact con- 
struction. People often buy products for reasons even they don't fully know. 


Hence, in dealing with the consumer, conventional marketing tools are 
pretty useless as they are all based on the assumption that she is ratio- 
nal. Zaltman is leading a unique research to understand how we think 
— borrowing from areas as diverse as neuroscience and anthropology. 
One of the key outcomes of this has been the Zaltman Metaphor Elicita- 
tion Technique. By inviting consumers to use metaphors as they talk 
about a product or service, researchers can bring consumers’ uncon- 
scious thoughts and feelings out into the open. For more on this, read 
Zaltman's 2003 book, How Consumers Think. 


she is unwilling to base strategic deci- 
sions on the new tools. The fault for that 
rests with the Indian MR industry. As the 
business gets competitive, there is a 


trend towards faddishness. Says Hema | 


Vishwanathan, head (qualitative), 
IMRB: “It is not coincidence that a lot of 
MR agencies are rushing to brand their 
projective techniques.” More than one 
market researcher complained to BW 
that some MR firms have cooked up 
models to differentiate themselves. At 
the Heylen press conference, where 
NFO-MBL announced it was bringing 
his eponymous model to India, com- 
pany executives said that a rival's Jung- 
based model had been copied from 
Heylen's work. “I am sure that none of 
them (at the rival's) has even read Jung," 


HLL’s Pradeep: insights into user beha- 
viour can provide marketing solutions 














sniffed a senior NFO manager. 

More importantly, it is a question of 
skill sets. Take the moderators. As Buch 
says: “In quantitative, he is not very im- 
portant. As we go into FGDs, his impor- 
tance shoots up. And rises even more as 
we move into motivational research be- 





cause the interpretation gets even more | 


subjective — body language, etc.” Over 
time, she feels, 2-3 people will come to 


be acknowledged as experts in this. Till | 


then, she intends to be careful. 


Reconnecting With The Customer 


There is one more thing. MR, old or new, 
cannot single-handedly meet compa- 
nies’ need for insights. Even a company 
like HLL, which has used such tools for 
aeons, is struggling to get fresh insights. 
Companies have to start using MR to 
sharpen their gut feel. That is not to say 
that companies should junk their MR 


budgets and go by instinct alone. As | 


Pradeep says: “That isn’t the same as tak- 
ing blind risks. Gut feel is when you are 
so much in touch with the customer that 
your intuition never lets you down." 
When HLL chairman M.S. Banga 
took charge, says Pradeep, “managers 
were subordinating insight to market re- 
search data". They were using it to justify 
decisions, not seed new thinking. Banga 
is trying to change that. He has threate- 
ned to slash MR budgets in a bid to raise 
his managers' sensitivities towards cus- 


tomer needs. Back in 2000, he kicked off | 


Customer Windows. Till then, the only 
interface between managers and the 
customer was MR. Today, there are three 
more. The first is direct customer con- 
tact. HLL’s managers, specially the top 
200-300, meet 15,000-18,000 customers 


a year. Also, every six months, all HLL 
managers spend a day with customers. 

In the second interface, HLL is in- 
volving customers in product develop- 
ment. This was tried out for the first time 
during the Lifebuoy relaunch last year. 
Lifebuoy is the single largest soap brand 
in India with sales of about 20 lakh units 
worth Rs 550 crore. When a brand is suc- 
cessful for a long time, marketers are shy 
of making radical cha- 
nges. At the same time, 
tweaking rarely works. 
This time around, HLL 
managers began by 
meeting customers 
who had stopped using 
the brand. The findings 
were explosive. All 
along, HLL managers 
had believed that cer- 
tain brand properties 
— like its carbolic nature, packaging and 
colour — were indispensable. And then 
they found that the rural consumer was 
blasé about them all. So, they created 
new prototypes and gave them to a few 
customers. After 2-3 days, these users 
were contacted to check if they were sat- 
isfied. Today, Pradeep is thrilled with the 
results. After the relaunch, Lifebuoy has 
gone from a double-digit decline in sales 
to double-digit growth. 

In the third window, HLL is learning 
from others’ experiences. It invited MTV 
creative director Cyrus Oshidar to talk 
about Indian youth. It asked makers of 
TV serials how they went about trying to 
understand their customer. It got Amit 
Bose, the then CEO of Mattel [he is cur- 
rently president (consumer business) at 
Reliance Infocomm], to talk about mar- 
keting to kids. 

Customer Windows ran into opposi- 
tion initially. The managers weren't too 
enthused. Was it worth their while, given 
time constraints? They also felt the MR 
team was passing on its job to them. Says 
Pradeep: "Managers said things like: ‘My 
job is to make soaps, and talking to the 
customer is MR's job.” It helped that 
Banga was backing the programme. 

Pradeep’s ace is a database he has put 
together. It contains details of about a 
million people. This won't be used for 
selling products. It's meant to test HLLs 
products and promotions. "The trouble 
with regular sampling is that it is very in- 
discriminate," says Pradeep. "With the 
database, we know exactly who to test 
the products with." 

Pradeep recently received an invita- 
tion from TVS Motor Company to ad- 
dress managers on Customer Windows. 
The movement is, indeed, spreading. W 


MAGAZINE OF THE NEW ECONOMY £0 BUSINESSWORLD 10 MARCH 2003 











Stress-management pill 


Pressure of deadlines affect your organization's health as well as yours. Not if you are using Visual 
Studio.NET development tool as the tool of your choice to build the next generation internet 
applications. REJ studies (Rapid Economic Justification) conducted on companies using Visual 
Studio.NET, show that time to market was brought down by 66%, total development costs were 
reduced by 58%, time spent coding was down by 31%, product development cycle reduced to 6 
weeks from 6-8 months and delivery of high quality software happened consistently with fewer bugs. 


Move to Visual Studio.NET. It's prescribed to succeed. 






Your best move 


If you want to know more about the REJ Studies visit www.microsoft.com/india/msdn/vstudio. 

















SUBHIKSHA 





M. ANAND 


T has none of the razzle dazzle of 

modern Indian stores like Food- 

World, Shoppers’ Stop or LifeStyle. 

On the size front, too, Chennai-bas- 

ed discount chain, Subhikshas 1,000 
sq ft stores are dwarfed by the 10,000- 
50,000 sq ft outlets set up by peers. 

But don't let Subhiksha's dull front 
end mislead you. Every unimpressive 
square foot in this food-and-grocery 
(F&G) retail outlet earns over Rs 20,000 
in sales every year — that's 33% higher 
than the industry average sales per sq ft 
of Rs 15,000. And, every rupee invested 
in stocking Subhiksha’s shelves earns a 
return of more than 70 paise per month. 
That's far higher than the industry aver- 
age gross margin return on investment 
of 2596 per month. And, though Subhik- 


sha ekes out a wafer-thin 2% net profit | 


margin on its Rs 200-crore sales, its re- 
turn on capital employed of about 18% is 
one ofthe industry's best. 


GROCER'S 
DAY OUT 








Yet, consumers outside Tamil Nadu 
wouldn't have heard of Subhiksha. That's 
because, for the last five-and-a-half 
years, its promoter and managing direc- 
tor, R. Subramanian, has been content 


| building the chain in Tamil Nadu. But 


now he is ready to go national. By end- 
2004, he plans to open 350 outlets in Gu- 
jarat (Ahmedabad), Maharashtra, Kar- 
nataka (Bangalore and Mysore) and 
Andhra Pradesh. That will take its total 
number of stores to about 500, while ri- 
vals like FoodWorld, MarginFree Mar- 
kets and Sabka Bazaar will have only 200, 
125 and 100 stores respectively by then. 
That's an impressive ramp-up plan. 
But it's not the reason why Subhikshas 
moves are being watched. Ten years af- 
ter the first F&G chain, Nanz, set up shop 


| jn India, no retail chain in this sector has | 
| managed to build a national presence. 


The RPG group's FoodWorld operates 
only out of Chennai, Bangalore, Hyder- 
abad and Pune, and has decided to re- 
main in south India. MarginFree Mar- 





Ten years after the first F&G chain was set up, 
none have gone national. Can Subhiksha? 


A 


Subhiksha’s Subramanian: Big plans 





Food & Grocery Retail 


FORMAT 


Small discount — 
stores 


Large 


FoodWorld supermarkets 






kLa Dass.ar  3malldiscount 
aw Zac E d 
Sabka Bazaar | Gee - 
Co-operative like 
discount — — 
supermarkets __ 


MarginFree 
Markets 


kets has no plans to venture outside Ker- 
ala. And Sabka Bazaar is restricted to the 
National Capital Region. So Subhiksha 
could be the first pan-Indian F&G chain. 

But expansion has its challenges. 
Can Subhiksha replicate its success in 
Karnataka, Andhra Pradesh, Gujarat and 
Maharashtra? And, two, can it raise the 
Rs 40 crore needed for this expansion? 

Subhiksha's funding model has, in 
fact, raised many eyebrows. Unlike 
FoodWorld, Barista and Qwiky's, which 
have relied on large equity infusions or 
debt to expand, Subramanian plans to 
do that by internal accruals. That's in- 
triguing. Remember, the discount chain 
makes only about Rs 4 crore in net prof- 
its (BW estimates) every year. 

So how will he raise Rs 40 crore in two 
years? Subramanian is banking on ven- 
dor credit — an international practice 
among retail chains. International chain 
Carrefour, for example, gets about 60 
days of vendor credit. But such credits 
depend on the negotiating power of the 
chain, which, in turn, depend on the 
sales volumes it can achieve. 

Subramanian reckons that Subhik- 
sha's purchase volumes have reached 
the scale where it can get longer credit 
without losing the discounts it gets. If 
Subhiksha, too, bargains for a vendor 
credit of two months, it can free cash 
worth Rs 33 crore (two months sales)! 

Experts feel there is enough demand 
in the states, where Subramanian is ven- 
turing. KSA-Technopak associate direc- 
tor Dipankar Halder says: "These mar- 
kets need a discount chain. At current 
competition levels, the Subhiksha 
model is scalable.” But he feels that Sub- 
ramanian's two-year time frame is too 
short. He recommends that Subhiksha 
should treat each state as a cluster and 
plan the expansion one cluster at a time. 

The key to Subhiksha's success in 
Tamil Nadu has been its ability to 
achieve deep penetration through clus- 
ters. In Chennai, for instance, it is never 
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Chains: A Mixed Bag 
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more than a 10- minute walk to the near- 
est store. The fact that it has such large 
number of stores helps Subhiksha lever- 
age the high volume of purchases and 
deliver discounts (5- 2596) to consumers. 
As a result, Subhikshas prices are among 
the lowest — it passes an estimated Rs 20 
crore in discounts to consumers annu- 
ally. Not surprisingly, 1.2 lakh families, or 
one in every ten of Chennai's middle-in- 
come households, shop at Subhiksha. "If 
Subhiksha has been profitable despite 
working with tight margins, it is because 
of the high velocity of business," says an 
industry source. 

But many feel that Subhiksha's plan 
of having about 90 stores in each state 
may not offer sufficient velocity and vol- 
ume to support a discounting business 
model. Subhiksha may be better off 
opening 250 stores in the two southern 
states instead of 350 in four states. After 
all, as Halder says, each of these states 
has an estimated revenue potential of 
Rs 1,000 crore. Such a strategy will place 
lesser strain on the chain's meagre man- 


agement resources. À one-man show till The bottomline 5 that : 


now, Subhiksha has only recently hired i 

six assistant vice-presidents. the product tsel must De 
For his part, Subramanian says the 2E | 

internal funding model is an in-built good. t IS important to 


warning system. It will ensure that the 


expansion will move only as fast as he develop pr oducts that wil 


progresses with his credit from suppli- 


ers. Any hiccups and he will be able to make the Customer think, 


cut losses quickly. On the other hand, ex- 












for the free application form by 
sending an email to 


panding with outside funds may facili- RR MC MORS 
tate a faster roll out, which, Subraman- | am glad | bought t, designexcellence C 
ian believes is not quite the right ploy. A ! rt! artimai com fü 
few months ago, when FoodWorld | am glad | used t, bworldmail.com OR 
moved into Pune after consolidating op- I m 

erations in Chennai and Bangalore, it lam gad | had i. 

was forced to shut a few of its Pune out- Norio Ohga chaiman Sony 


lets because they were unviable. receiving complet ed ap 


As of now, everyone is eagerly watch- 


ing Subhiksha's moves. For its success p forms i$ 20 March 2002 
will determine whether it makes sense | . .—  — p | M 
for food and grocery chains to stay local ——— 

or to go national. E 
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HIS story is so improbable it could | 


have been the script of a Bolly- 
wood movie. The son of a head- 
master in Fatehpur, Bihar, wants to 
make it big. He takes off for Russia 
to study medicine. Midway through his 
course he realises that his uncle, who 


distributes LPG cylinders back home in | 
Bihar, wields more clout than the local | 


doctor. The 20-year-old figures there is 
more money to be made distributing 
medicines than prescribing them. He 
was lucky to find himself in the chaos 
that was post-USSR Russia — the oppor- 
tunities for a smart businessman were 
plenty. So he set up shop and, in seven 


Till now, Shreya’s 
Singh has shown 
himself to 

be a shrewd 
business brain 
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| years, became the third-largest pharma- 


ceutical distributor in Russia. Fortune 
made, he returned to India, bought two 
companies here... 

This is the real life story of Sujit Ku- 
mar Singh and the Shreya group. Its flag- 
ship company, the $340-million Shreya 
Corporation, is Russias third-largest 


pharmaceutical distributor. It imports | 


and sells medicines from over 200 com- 


panies like Pfizer, Sanofi, Merck, as well | 


as Indian manufacturers like Ranbaxy 
Laboratories, Dr. Reddy's Laboratories 
and JB Chemicals. 

Now Shreya has set its sights on In- 


dia. A few weeks ago, Singh paid Rs 85 | 


crore to buy the Mumbai-based Plethico 
Pharmaceuticals' pharma division and, 


earlier, in August 2001, he had snapped | 


up the pharmaceutical business of Tata 
group company Rallis India for Rs 45 
crore. Now, the groups two Indian arms 
— Shreya Amadeus (the former phar- 
ma business of Rallis) and the yet-to- 
be-renamed pharma division of 
Plethico — will add another Rs 200 
crore or about $40 million in sales. That 
makes Shreya a $395-million or 
Rs 1,850-crore group. 

Meet Singh in his plush office in sub- 
urban Mumbai and he coolly says: “I 
want to repeat my success in India. I 
have the confidence to do it.” 

But so far, the Indian industry has 
taken little notice of this new en- 
trant. Executives at Ranbaxy and 
Dr. Reddy's say that Shreya is only 
one of their distributors in Russia 
and JB Chemicals selected Shre- 
ya only for its regional strength. 
Last year, an industry ranking 
put Shreya Corporations sales 
for 2001 at $280 million. 

Yet, the head of a pharma 
company, which deals with 
distributors in Russia, says: 
“Sujit is powerful and has 
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clout, but it is certainly not as big as he 
claims. Anything from Russia has to be 
taken with a pinch of salt." Ludmila 
Maksimova, commercial specialist at 
the US Commercial Service Embassy, 
Moscow, gives Singh a clean chit though. 
"Shreya is a reputable company in Rus- 
sia," she says. 

That still does not clear the mystery 
surrounding Singh. He does not fit into 
the image of a Russian business tycoon. 
No dark glasses, stretch limos or gun- 
toting bodyguards for him. So how did 
he make it big? Ask him and all he will 
talk about is the amount of hard work he 
has put in. Three people — Singh, his 
secretary and a driver — work out of a 
cramped office in Moscow. In fact, Singh 
himself lugs the medicines. Along the 
way, he conveniently bumps into some 
smart Indians around town who pro- 
mise to help him realise his dream. As far 
as he is concerned, "real hard work" 
should explain all his decisions, strate- 
gies, and everything that is not covered 
by the two. It's difficult to believe him, 
but it is equally hard to write him off. 

Russia is a tough pharmaceutical 
market simply because it was so chaotic. 
Soon after the Russian government re- 
laxed its controls in 1991, there was com- 
plete anarchy. With only a few drugs 
coming out of government factories, 
Russia had to turn to the West. But often 
local companies would fail to make pay- 
ments. So Western suppliers were wary. 
The only possible arrangement was to 
sell to a Russian importer for cash. 

Imports shot up from virtually noth- 
ing to 60% of the $4-billion Russian 
pharma market in four years. As a result, 
distribution companies mushroomed. 
These were of three kinds — the large 
state-owned pharmacias, state-owned 
suppliers that were privatised during 
1993-95, and new private entrepreneurs. 
Today, there are over 4,000 pharmaceuti- 


Can Sujit Kumar Singh protect his 
margins with companies back home? 
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cal wholesalers in Russia with only 30 of- 
fering nationwide coverage. Of these, 
- only 10% are direct importers. The rest 
. either deal exclusively with domestic 
~ products, or resell drugs imported by 
. other companies. Says Singh: “At that 
~ time, Russians had no clue about mar- 
- keting and we were quite adept at it. It 
= was just a matter of timing." Today, 90% 
` of all pharmaceutical distribution in 
Russia is handled by private players. 
But over the past few years, the Russ- 
ian government has been tightening the 
regulations for pharma distribution. 
- Earlier, distributors marked their drugs 
< very high and made huge profits (100- 
200%). They claimed that these profits 
were necessary to offset the risk of de- 
fault by other market intermediaries like 
agents and retailers. High taxation also 
-. put pressure on distribution companies 
- to keep their prices high. 
-- . [n 1998, when the rouble was deval- 
. ued, imported medicines became al- 
-. most unaffordable in Russia and new 
rules to rope in distributors became nec- 
essary. Now the rules provide that a con- 
solidated wholesaler-plus-retailer mar- 
gin of pharma products sold in Russia 
cannot exceed 2596 of the original man- 
-ufacturers' price. This squeezed margins 
~ for distributors like Singh. Wholesalers 
— also have to disclose the price of import 
to government authorities. So, only 
those wholesalers who work directly 
< with manufacturing companies and, 
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Joint venture between Shreya, SciTech, US, and SciGen. Inc., 
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thus, offer the lowest prices to retailers, 
can survive. 

That could have been a reason why 
Singh looked at his Indian options. 
When he took over Rallis’ pharma busi- 
ness, the company’s sales had stagnated 
at Rs 55 crore. Now, the division, re- 
named Shreya Amadeus, is expected to 
close this year (March 2003) with sales of 
Rs 140 crore. How? For one, Shreya 
Amadeus’ exports to Russia and the CIS 
this year will be Rs 70 crore compared to 
almost nil before Singh took over. As for 
the domestic market, a few additional 
medical representatives and some new 
territories will take the turnover to Rs 70 
crore (Rallis was achieving Rs 55 crore). 

The export sales figure is also inter- 
esting because it reveals Singh's shrewd 
businessman facet. Ever since he took 
over Rallis, Singh has registered over 45 
products in Russia and about 15 in the 
CIS countries. An industry expert says: 
“If Sujit Kumar Singh marks his export 
price from India higher, he can still re- 
tain his overall margins. His export prof- 
its will be exempt from tax. This is a 
shrewd business tactic." Singh, however, 
refutes this: "The new rule for margins is 
only for retailers and not wholesalers." 
Yes, if the import cost from his Indian 
arm is higher, he certainly won't be af- 
fected, not until the likes of Ranbaxy and 
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Dr. Reddy's set up their own distribution | 


channels in Russia, as they plan to. 
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broaden this arrangement. It has more 
than 130 products in its portfolio in new 
areas — anti-bacterial and anti-malarial 
drugs as well as those for cardiovascular 
and lifestyle-related diseases like dia- 
betes. So it is not surprising when Singh 
says: "The time has still not come to set 
up a manufacturing unit is Russia." 

That apart, the groups India strategy 
cannot be faulted. If Rallis gave it a low- 
cost entry into the Indian market, 
Plethico will allow it to build size at a low 
cost. Rallis had a small presence with 
only 175 medical representatives for the 
entire country. Plethico has 700. New re- 
cruits and managers will take the team 
up to 1,200 people — comparable with 
any medium-sized company like USV or 
Glenmark Pharmaceuticals. Singh says 
that eventually he will leverage all the 
global contacts he made in Russia for 
tie-ups to sell their products in India. 
That's an idea Nicholas Piramal's Ajay Pi- 
ramal and Sun Pharma's Dilip Shanghavi 
have been talking about as their post- 
2005 strategy. There is another proof of 
Singh's seriousness about India. He has 
bought 10 acres at the biotech park in 
Hingewadi (Pune) and tied up with two 
firms to help him discover and produce 
biotech drugs for the global market. 

Analysts say it is too early to predict 
Shreyas future. Quick exports can bring 
in the cash, but domestic growth will 
show if Singh wins or loses in the long 
run. It will be a story worth tracking. WM 
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Holy dip in Rameswaram 







Down-South in Tamil Nadu is where the 
Gods are. You'll meet them in Madurai. 
Rameswaram and Kanyakumari - few of 
India's holiest, oldest and most visited 
pilgrim centres. Visit the Gods here, ask for 
their forgiveness and their favour. Then go 


"Chennai 


Mampallapuram 
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Explore Tamil Nadu through TTDC's value added rail 
cum road package tours from Kolkatta to Kolkatta. 
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PENSIONS BOMB 


VIKAS DHOOT 


ROVIDENT fund managers across 
the country are a nervous lot these 
days. Over the past couple of 
years, they have had to contend 
with a host of unpleasant realities 
— brokers running off with funds; the is- 
sue of how to generate returns of over 
9.5% when the market rates on their in- 
vestments are only 6-8%; the dangerous 
state of finances in state governments, 
whose bonds they are holding... 

But now there's a bigger problem 
looming around the corner — the 
Rs 1,25,000-odd crore that the govern- 
ment owes provident funds across the 
country on account of one of its myriad 
investment schemes. Payback time is 
June 2003. Will the government pay up? 

For quite some time, provident funds 
and other small savings vehicles have 
been cheap and captive sources for gov- 
ernment financing the world over. In In- 
dia, too, when provident funds became 
institutionalised in 1952 to serve as a so- 
cial security system for the country's 
workforce, they had only one invest- | 
ment avenue — central government se- 
curities (g-secs). Over the last 50 years, 
however, what was a reasonable enough 
system has become subjected to illogical 
actions by every passing governmient, 
and become mired in problems. Before 
we touch upon today’s situation, lets fig- 
ure out how things came to such a pass. | 

Till 1975, provident funds (PFs) in- : 
vested in gilts, but the secondary market 
in these securities was not very active 
and paying out of the fund to retiring or 
borrowing employees was difficult. The | 
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pay back Rs 1,25,000 
crore to PE trusts in June 2003. Can it do so? 


1997- 
present 





be earmarked for gilts, state government securities and PSU debt 
# PSU - Public Sector Unit, PFI - Public Financial Institution 


government then decided to launch a 
Special Deposit Scheme (SDS), in which 
PFs could put their money. Though the 
interest rate was set annually and a 10- 
year maturity fixed, the scheme was not 
securitised. It was just a passbook entry. 
The government would use the money 
for its expenses and credit the PFs’ ac- 
count with interest annually. In 1985, 
when the scheme matured, the govern- 
ment decided to extend it for another 10 
years. It continued to shell out the an- 
nual interest to the PFs — notionally. At 
the same time, it set fresh conditions on 
PFs trying to withdraw monies from the 


scheme to pay employees. PFs could 
now only withdraw in cases where a) the 
company was winding up its business, 
or b) an individual's total settlement was 
an amount bigger than the total monthly 
contributions of the employees. 
Although from 1990, the government 
started opening up other investment 
options for PFs (albeit in g-secs and in- 
stitutions), SDS continued to dominate 
(See ‘Changing Investment Pattern Of 
Provident Funds’). In 1995, the scheme 
matured again and the government ex- 
tended it once more. From 1997 on- 
wards, the government froze fresh in- 
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PENSIONS BOMB 


vestments into the scheme and extend- 


ed the repayment date till 30 June 1998. 














Meanwhile, it started paying the interest 
on the deposits in cash to the PFs. 

In 1998, the total liability of the gov- 
ernment on the SDS account was 
Rs 87,479 crore. Sure enough, as payback 
day approached, the Ministry of Finance 
issued a notification (on 2 March 1998), 
which further extended the scheme fora 
period of five years. But, the last line in 
that notice still kept the exit door open: 
“The scheme will remain in force till 
30th June, 2003, but may be continued 
for a further period till such later date as 
may be specified in this behalf by the 
central government,” 

In 1999, the government began to 
feel the pinch even in paying the annual 
interest (12% at that time). So instead of 
paying the interest annually to the PFs, it 
decided that the accrued interest would 
be reinvested in the scheme. A point to 
be kept in mind is that since 1975, the 
SDS was a floating rate instrument. And 
the interest rate on it has always been 
lower than the government securities’ 
yields. Around 1999-2000, this changed. 
The rate at which the centre can borrow 
from the market has been falling. At cur- 
rent levels it is almost 250 basis points 
lower than the prevailing SDS rate (9%). 

The liability, when it comes up for re- 
payment this June, is a whopping 
Rs 1,25,365 crore! And we are only talk- 
ing about the amounts the government 
owes to non-government retirement 
funds, which includes the Employee 
Provident Fund Organisation (EPFO) as 
well as company-managed PFs. As of 31 
March 2000, the EPFO alone had expo- 
sures to the SDS to the tune of Rs 38,773 
crore in the employees’ provident fund 
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vested? If invested in g- 
secs, it will drive down 

yields further. There 
are not enough av- 


scheme, Rs 1,004 crore in 
the employees’ pension 
scheme, and another 
Rs 2 crore under the 


QMPOSIT; 
s „70.22% Oy 








employee deposit S ge enues to absorb 
linked insurance a 220; ô these funds. It's 
scheme. Thatadds "Y eM ^ that time in 
up to almost March again and 
Rs 40,000 crore. in all probability 


another extension 
notification should 
be on its way. 
But how long can 
the government keep 


Due to their past 
investments in the 
SDS, most provident 
fund trusts in the coun- 
try have a huge part of 


their portfolio still stuck in delaying the in- 
it (See ‘Average Composi- evitable? Are there 
tion Of 7 PFs’). And with- Special deposit scheme (0%) 40 Y options it should 
drawal procedures are start considering? . 


sees Central govt securities (25%) 
MEME State govt securities (15%) 
NI PSU/PFI (40%) 

«€ Private sector debt (10%) 


Note: Figures in brackets indicate prescribed 
allocation. The total corpus of these 7 PFs add 
up to Rs 6.000 crore 


Source: Darashaw & Company 


Asher has a solution. 
“A staggered pay-out 
plan over 10 years as a 
part of a package of 
pension reforms in 
this area is worth seri- 
ous consideration. 
The pay-out can be in 
some combination of tradable govern- 
ment securities, listed PSUs’ shares at 
average market prices, cash outlay and 
perhaps other financial assets." 

The key points of the package 
mooted by Asher are: 
1, Interest on SDS should be linked to 
market interest rate on comparable g- 
secs. This should be applied from the 
current year itself. 
2. The restriction on secondary trading 
by PFsin g-secs should be removed. 
3. Investment guidelines on additional 
flows to all provident funds, including 
government provident funds at all levels 
(central, state, local, PSUs) should be 
similarto the guidelines issued by the In- 
surance Regulatory Development Au- 
thority for the pension corpus of insur- 
ance companies. 

In addition, Asher suggests that a 
Provident and Pension Fund Regulatory 
Authority should be set up to regulate all 
provident and pension funds, including 
EPFO and the Government Provident 
Fund, and civil service pensions. The 
regulator can require proof of financial 
sustainability of any scheme, including 
those run by the EPFO. 

The EPFO should be delinked from 
the labour ministry and become an au- 
tonomous body with specific mandate 
to provide services. Its regulatory func- 
tions should be transferred to the new 
regulator. 

"Such a package would permit more 
professional investment management," 
concludes Asher. 

He is probably right. u 


long and tedious, requir- 
ing approvals from the 
regional provident fund 
commissioner, the na- 
tionalised bank in which 
the trust holds its SDS ac- 
count and the Reserve 
Bank of India. But though 
it's a nightmare, provident fund trusts 
still prefer the SDS to other instruments | 
like gilts and debt instruments whose 
yields are lower. After all, they have to 
generate a return of 9.5%. The problems 
faced by provident fund managers, how- 
ever, is a story by itself and you can 
watch this space for that. Right now, the 
issue is: can the government pay up its | 
SDS liability this time? | 
“Obviously, it is not possible to payin 
one go, says Mukul Asher, professor of | 
public policy, National University of Sin- | 
gapore, who has been advising some | 
Asian governments on establishing aso- | 
cial security system. Even if such a huge 
amount is paid back, where will it be in- 


12.00% 
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MICA 





MICANVAS 


The Mudra Institute of Communications, Ahmedabad (MICA) 
celebrates the Sixth Sense. 





elebrating its second year, Mudra Institute of Communications, Ahmedabad inaugurated their two day long festival, 
MICANVAS, ‘the sixth sense’, on 15^ February, 03. In keeping with their main objective of inviting industry stalwarts, 
Micanvas had invited a number of interesting speakers to address the congregation. 

Mr Prahlad Kakkar, the well known ad director (Pepsi fame), shared his interpretation of the “sixth sense” with the audience. According 
to him, the sixth sense of a man is the 90% of the brain which he seldom uses. He also spoke about the importance of having a strong belief 





in whatever work one does. “It is your belief in the industry that 
would be questioned and not your work. .... If you have the 
power to let go off, then you would certainly sense achieve- 
ment." This was followed by the much awaited, "Lock Horns", 
a panel discussion between Mr. Prahlad Kakkar, Mr. Sushil Bahl, 
a well recognized personality in the areas of Marketing, Adver- 
tising, Communications and Public Relations) and Mr Sandeep 
Tarkas, the founder of Mindshare now setting up MPG, the 
media wing of Euro RSCG. The discussion was moderated by 
Prof: Atul Tandon, Director MICA. The discussion was fol- 
lowed by a series of management games for the students which 
saw participants from Business Schools like IIM-A, IIM-B, ITFT, 
XLRI, IMI, NIM, Chetna's and many more, from across the 
country match their wits against each other. Some of the games 
were: Marktricks: a marketing strategy game; Sparkplug: prod- 
uct innovation game; Letterbug: a literary game; Ad-Dict an 
oa b advertising spoof game etc. There was also a paper presenta- 
The inaugration of MicsBvad: Mr. Sushil Bahl lighting the lamp while tion event on 'Concepting and branding' which was won by 
Mr. Prahlad Kakkar stands towards the right and Prof. Atul Tandan MICA followed by XLRI. 
(Director MICA) stands towards the left side of the photograph (I Photo) 


“ 





The first day of Micanvas drew to a close with informal games like Treasure hunt and the likes being conducted in the Mirchi Zone (the 
fun area). Prizes for all these competitive games are being sponsored by HLL, Chutneez, Radio Mirchi and the Grand Bhagwati. 


‘A brand is a friend and a dream, they are what the consumer wants to be.’ This was the second day of Micanvas that started with a panel 
discussion exploring the world of brands and logos, under the topic head of ‘Pro Logo/No Logo’. Big wigs from the industry like Mr. 
Kaushik Roy (Mudra), Mr. Rajiv Garodia (Asian Paints), Ms. Usha Bhandarkar (Lowe) and Mr. Sudhanshu Goyola (Pepsico) graced the 
panel. Talking on various aspects of brands the panel agreed that brands and logos have made the consumer more powerful because they 
have been given a power to choose. Speaking on the occasion the panelists also said that brands are about trust, emotion, responsibility, 
religion and dreams all added together. 

The day progressed with a mixed bag of games involving brains, verbal dexterity and a touch of melody in debate; quiz; antakshari etc. The 
events comprised game involving product innovation; Lock Jam, an event that tested the verbosity and presence of mind of the 
participants and many other fun games at the Mirchi Zone, the fun zone of the campus sponsored by Radio Mirchi. 


While the campus had come alive with gaiety and cheers 
for the winners and the participants, the events were 
drawing close to the finishing line. The day ended with 
a melodious note where the students of MICA and the 
participating colleges sang to the tunes of popular 
bollywood songs in the Antakshari competition,’ Na 
Mile Sur Mera Tumhara’. 

The participants from the outeside institutes also said 
that the festival has gone beyond the obvious in all 
aspects and the only thing wrong about it was the fact 
that it went on for merely two days, while they could 
have done with more of the fun. 

After another year of celebrating the essence of 
Micanvas as an event that brings industry interface; 
students of management from across the country; fun 
and learning together on the same platform the MICA 





— : Prof. Atul Tandan on the dias moderating the ‘lockhorns’ between 
community is looking forward to more of Micanvas Mr. Prahlad Kakkar (Left) and Mr. Sushil Bahl (Right) (II Photo) 
next year and all the years to come. 
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MEMS 


VIDYA VISWANATHAN He could be right. In the past, entire par- 
| adigms were created at places like Bell 
Laboratories or Xerox Parc where there 
were small teams, each working on a dif- 
ferent concept. 

To make the ultrasound scanning fa- 
cility widely available, RP wants to use a 
disruptive' technology called MEMs 
(Micro electro-mechanical systems). 
These are miniature (scale of a thou- 
| sandth of a millimetre) devices with 
moving parts — sensors, nozzles and the 
like — that are etched onto a chip using 
silicon-manufacturing technology. RP's 
wearable ultrascan belt will have dozens 
of miniature ultrasound sensors. The 
output from all these sensors will be 
processed by image processing elec- 
tronic circuitry built into the belt itself. 
since the final product will essentially be 





F he passed you on the street, you 

wouldn't notice him. Rudra Pratap | 

(RP to students and friends), 38, isa | 

little over five feet tall and of small 

build. He does not have the presence 
of a football jock. But try to imagine him | 
as acoach, and he seems to fit the bill. He 
sure has the doggedness, enthusiasm 
and method of one. He can make a team 
dream big. 

This assistant professor of mechani- 
cal engineering at the Indian Institute of 
Science, Bangalore, (IISc) is a man of 
strong convictions. He does not speak in 
fiery rhetoric. He will say something, 
wait for you to react to it, maybe chuckle 
if you do, then say some more... He can | 
be drawn into a conversation provided 
you show an interest in his dream. At the 
end of the exchange you, too, will likely 
believe that his dream — to make a 
‘wearable ultrasound machine’ — can 
become reality. 

But what if it does not? That eventu- 
ality does not bother RP He thinks even 
if this project fails, he would at least have 
played a role in creating a cluster of in- 
novation in India. It could throw up 
some significant product or the other in 
the years to come. But meanwhile... 

The idea is fairly simple: an ultra- 
sound device uses high-frequency 
sound waves to create an image. It is 
most commonly used to see the image of 
foetus in pregnant woman. The devices 
available today cost $10,000-40,000 (Rs 5 
lakh-20 lakh) and, because of their bulk, 
are impossible to lug around. Conse- 
quently, for most of India, this medical 
facility is out of reach. RP wants to 
change that. 


around and to view images stored in it 
on any television or computer screen. 

“Have you seen an ultrasound scan 
image?" asks RP. He continues without 
waiting for your answer: "You just see 
blurry images. A specialist doctor will 
point out and say this is the eye, or this 
is this... and you keep nodding. The only 
things you can really see are the legs. Our 
machine will give out clearer images." 
How is he going to get clearer images? 
That will have to be figured out. To start 
with, RP has an advantage because his 
ultrasound scanner will have many sen- 
sors, each of which will image only a tiny 
area and hence be more accurate. 

RP5 role model is a professor he has 


professor of the Indian Institute of Tech- 
nology, Chennai, has put together a 
team there and worked with alumni to 
spin off many companies with the sole 


Can A Small Team Create A 
Pathbreaking Product? 


You don't need lots of people to develop 
a product, says RP. “You need a few peo- 
ple from various disciplines to work to- 
gether through the day for a couple of 
years, without having to worry about 
the plumbing and the coffee ma- — 
chine," he adds. " 


4 
e 


cations available at very low cost. 


strategic thinker C.K. Prahalad's model 
of "building a product for the bottom of 
the pyramid". The idea is: the poor are a 
very large market and a product for them 
has to be high-tech so that it is foolproof. 
Plus, it should be inexpensive. To keep 
costs low, RP wants to bring batch 
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! Ai If he can build it, 
scanner could become a 
classic in biomedical engi- 


a belt, it would be possible to carry it 


not yet met — Ashok Jhunjhunwala. The | 


aim of making high-quality communi- | 


The ultrasound project follows | 


processing technology, as used | 


to make mechanical de- | 


RP's portable ultrasound | 


neering. Even for a giant like | 
GE Medical Systems, it would bea | 


Fontecha oreet 
«lavelgu«ewesutt)le 
ultrasound scanner. 
Ulterior motive: 
start a cluster of 
Innovation 





dream product. So can the Cornell 
University-educated RP do it? That too 
right here in the IISc labs? RP believes he 
can. "I want to create a Bell Labs right 
here," he says. 


A Bell Labs Despite The Bureaucracy 


“The head of the National Science foun- 
dation in the US was an Indian and he 
was aghast when I told him that I wanted 
to return (to India from Cornell after a 
three-year teaching stint). He bet me 
that I would be back in the US in a year,” 
laughs RP. In fact, in Balia (Uttar 
Pradesh), where he was born, and in 
Patna, where he studied, he has seen 
some of the seamier sides. 

RP does admit his own productivity 
is down to a tenth of what it used to be 
when he was at Cornell. A lot of mun- 
dane work is slowing him up. “I want to 
shield the future generation of re- 
searchers from this,” he says. 

Rather than doing what he is best at 
— mechanical engineering research — 
RP has spent the better part of the last six 
months building a small lab (just 2,300 
sq ft) on the top floor of IISc's 50-year-old 
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PICTURE 


mechanical engineering block. 

Over the years, IISc has been attract- 
ing academics from all over the world. 
For example, Venkata Sonti, whose 
acoustics lab is next to the MEMS lab, 
did his doctoral research from Purdue 
University, US, and has worked in Cater- 
pillar's lab for six years. He will help RP's 
team with the acoustics. (An ultrasound 
scanner beams sound waves into the 
body and then translates the reflected 
waves into images.) Navkant Bhat is an 
electrical engineering Ph.D. from Stan- 
ford University — he will build elec- 
tronic circuits for the miniature me- 
chanical engineering devices that RP's 
team is designing. These people are 
coming to IISc. Many of them were put 
up in a 500 sq ft one-bedroom apart- 
ments. For three years RP battled with 
administration till the entire block was 
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converted into two-bedroom flats. 

RP's proudest creation since he came 
to IISc in 1996: his new hardware lab's 
picture window that has a great view of 
the campus. It is a no-brainer to design 
buildings with large windows on a cam- 
pus as green as this. But the CPWD (it 
constructs the IISc buildings) cannot 
buy glass thicker than 6 mm. So no big 
windows. “I can understand that they 
want to preserve the facade. But the in- 
sides have to be world class," says RP. You 
wonder what he is getting at. 

"Shishir Kumar (an engineer from 
Pune in RP’s lab) here is going to Japan. 
We are one ofthe 10 people to have been 
invited to present our business model in 
an international nanotechnology con- 
ference. I don't want him to go look at 
things there and think what a crummy 
place he is working in," reasons RP. 
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MEMS 


RP before his proudest creation at IISc: 
his hardware lab's picture window 


Is The Vision Big Enough For Backers? 


RP is an expert in a scientific software 
called Matlab, a high-level language 
used to solve scientific equations. Ban 
galore-based Cranes Software is a dis 
tributor for Matlab and IISc is one of its 
largest customers. That brought Cranes 
founder Asif Khader and RP together. 
Today RP is the chairman of the Cranes 
board. He helped the company set up a 
DSP (digital signal processing) training 
centre. He got K. VS. Hari, another IISc 
professor, to design the training mater- 
ial. Today, Cranes trains staff of all major 
companies in Bangalore including In- 
fosys Technologies, Wipro and General 
Electric. Even Texas Instruments, which 
manufactures these DSPs, uses Cranes 
to train people on its own tools. 

Khader heard about RP's interest in 
MEMS and his vision in a casual conver- 
sation. He immediately offered a blank 
cheque to set up the CraneSci MEMS 
Lab in IISc. Cranes has paid Rs 26 lakh to 
IISc so far and will bear all expenses for 
the interiors and any other expenses 
that come up. The MEMS designing soft- 
ware and equipment to test these minia- 
ture machines have been funded by two 
other government grants. But Cranes 
will fund working capital. Arun Kumar, a 
masters in material sciences from PSG 
Tech in Coimbatore, for example, came 
to work with RP at IISc and is now on the 
Cranes payroll. "There are no conditions 
attached to this and for me that is amaz- 
ing," says RP The idea is that the lab will 
be accessible to both Cranes engineers 
and IISc students interested in MEMS. 
All patents filed by the lab will belong 
jointly to IISc and Cranes. 

Even as he was busy with construct- 
ing his lab, RP's team designed a minia- 
ture MEMS microphone and filed for a 
patent in Chennai. The microphone has 
a diaphragm measuring 0.4 mm x 0.4 
mm and ITT's fab in Bangalore is tweak- 
ing its machinery to fabricate it. "This 
can be made here. We just require a | mi- 
cron fab and that is available in India," 
assures RP (The fabs being set up by sili- 
con giants like Intel are .13 microns) 

RP has been warned not to put all his 
eggs in one basket. So Arun Kumar is 
leaving for Central Electronics Research 
Institute in Pilani to see if they can fabri 
cate the MEMS chip. Though RP wants 
to see if this technology can be made 
available in India, he realises that speed 
matters and is exploring possibilities 
overseas. Once the chip is fabricated, it 


BUSINESSWORLD 10 MARCH 2003 


MEMS 


will be tested and Bhat's electrical engi- 
neering lab in IISc will design the elec- 
tronic circuits to complete the product. 

Khader's generosity has so overwhel- 
med RP he has promised to see to it that 
Cranes benefits from the partnership. It 
is no idle promise. RP's portable ultra- 
sound scanner could make it happen. 
He has a deadline of three years. One of 
his M.Sc. students has already designed 
a miniature ultrasound sensor as part of 
his coursework. RP's lab should be up 
and running in a month. That is when he 
plans to put together a five-man team 
with multidisciplinary skills to work on 
the ultrasound scanner. 

Is RP really capable of putting a 
MEMS product in the market? "If Ido, I 
can retire. It will be a big enough contri- 
bution to society," says the professor. But 
the product is still a long way off. It has to 
be built as a prototype. It has to be proven 
safe. It has to be made manufacturable. It 
has to have a marketing infrastructure. It 
may need funds to be raised... 


What If It Does Not Happen? (...or why 
we are writing about RP) 


Like RP himself says: "In the middle of 
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this whole thing, one of the boys might 
just decide to do something totally dif- 
ferent with what he has picked up... who 
knows...” He is creating a cluster so that 
innovation becomes a constant cycle. 

Although the ultrasound scanner is 
his dream project, it is not the only thing 
RP is working on. He is trying to build an 
entire eco-system around his lab. He al- 
ready has a team of 12. IISc itself is in- 
vesting in MEMS and S. Mohan, a pro- 
fessor of electrical engineering, is 
building a MEMS fab in the institute. 

Plus, RP lectures in several engineer- 
ing colleges around the country in the 
hope that he will excite at least a few 
about the possibilities in this technology 
and some of them would make their way 
to his lab. “Professors in ITRI-Bhuba- 
neshwar want to work with us on DSP 
technology to build circuitry for the 
MEMS devices. Some computer science 
professors, too, talked to me and I told 
them that we could collaborate on 
MEMS design software,” he says. 

All of MEMS design, for example, is 
done on software. RP bought the design 
software at a cost of Rs 36 lakh and 
funded it through a grant from the UGC. 


(| 


RP (seated) with his some members of his team: (L-R) Ashok Kumar Pandey, Sriram Barve, Shishir Kumar and Arun Kumar 





But he is well aware that all the engineer- 
ing colleges in the country cannot afford 
to do so. Soa group at his lab is develop- 
ing software modules to design MEMS. 
This software will be ‘productised’ and 
given away to engineering colleges 
across the country. 

Sometimes just one institute can 
make a big difference. Take the Indus- 
trial Technology Research Institute 
(ITRI) in Taiwan. Today, the turnover of 
companies that have come out of tech- 
nologies spawned only at ITRI is about 
$56 billion and accounts for a large part 
of the hardware industry there. Or take 
the entire history of the Silicon Valley. It 
can be traced back to just a handful of 
companies and, finally, to just one insti- 
tute — Stanford. 

RP wants to attract global talent. His 
lab has been covered in Small Times, the 
nanotech magazine on the Net. “Just 
that write-up got us 150 applications 
from Indians across the world,” says RP. 

Venture funds have begun directing 
people with ideas they want miniaturi- 
sed to the lab. Wireless power generation 
is one example. So, hopefully, a whole 
new tech culture would be built. 
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SINGH! 


In his maiden 
Budget, finance § 
minister 
Jaswant Singh 
has managed 
to give almost 
all sections of 
people a little 
something to 
cheer about. 
But there 

will be a price 
to pay 
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AMIBIA has 

beaten India 

hollow. Kenya has done better. 
Zimbabwe leaves us way behind. Even 
Bangladesh, Holland, Canada and West 
Indies have put up better shows. Don't 
panic, we are not talking about World 
Cup 2003. When it comes to running low 
overall central budget deficits, India 
beats only Pakistan and Sri Lanka. 

And if what applies to men applies to 
countries, India’s in deep trouble. The 
only other countries that have reported 
worse (higher) deficits than India are — 


consistent. The country has had consis- 
tently high deficits for the last 20 years or 
thereabouts. The only countries keeping 
India company are Pakistan and Sri 
Lanka. The others have been in and out 
of the listing. 

Colombia, for instance, joined the 
ranks of these three around 1998 and 
Turkey in the mid 1990s. In 1990, for 
instance, Colombia had a surplus of 3.9% 
of GDP. Turkey’s deficit in 1990 was -3% 
But then, some of the other countries in 


THE BUDGET 


Quoting unsustain- 
able central and state 
deficits as one major factor, credit rating 
agency Standard and Poor's had lowered 
India's sovereign rating last year. But all 
this is water off the duck's back as far as 
Union finance minister Jaswant Singh is 
concerned. Not only has the fiscal deficit 
for the year 2002-03 far exceeded the 
target, there is no hope on the horizon 
that it will come down 
(The numbers are from the World De- 
velopment Indicators, 2002, 
and include grants. The over 


hold your breath — Albania, Colombia, the list mentioned above have had more all Budget balance is m 
Brazil, Jamaica, Kuwait, Lebanon, Mon- serious problems to deal with. Lebanon, current and capital ' d 
golia, Oman, Sierra Leone, Thailand and for instance, faced severe internal politi- revenue and official 


cal crises for almost a decade. Kuwait 
had to face the Iraqi invasion and occu- 
pation in 1992 that eventually escalated 
into the Gulf War. 


Turkey. That, in effect, is the company we 
are keeping. 

The good news is that unlike many of 
these nations, India has been remarkably 


grants received, less 
total expenditure 
and lending minus 
repayments.) 


ANJULI BHARGAVA 


HE cheering will take a while to die down. As we go to 
press a day after the Budget, almost everyone — cor- 
porates, individual taxpayers and the common man — 
have given the Budget an 8/10 or more. Rarely has a fi- 
nance minister pleased so many people with so little 
— just Rs 2,955 crore in tax giveaways. The few discor- 
dant reactions have been from market players and 
economists. The markets have been flat (See 'Markets Show 
Caution), an indication that investors are yet to put their 
money where their mouth is. And economists — those who 
haven't been swept away by the bonhomie of the moment — 
are raising concerns about the state of government's finances. 

50 where does the truth lie? Has Jaswant Singh put the In- 
dian economy on the high-growth track, oris he watching from 
the sidelines as governrnent finances slide into trouble? To an- 
swer that, one needs to understand the peculiar nature of In- 
dian Budgets. In recent times, they have been an exercise not 
just in managing government finances, but also in taking liber- 
alisation forward. The two are not necessarily connected. In 
fact, in most countries, liberalisation and reform happen 
throughout the year, while the budget is an yearly exercise in 
managing revenues and expenditures. 

The Indian Budget elicits different reactions because of this 
basic peculiarity. Whether you judge Jaswant Singh's Budget to 
be good or bad depends on whether you are judging it by its 
ability to carry liberalisation forward or manage the exchequer. 

On reform, Singh has taken the process forward. There may 
beno swashbuckling new initiatives — not a word on labour re- 
forms, for example — but through a series of incremental, mi 
crosteps, he has increased the degree of freedom available to 
Indian businesses — corporates can now invest abroad more 
freely; banking companies can merge with nationalised banks 
easily. He has also improved tax administration in indirect 
taxes and cut the interest rates on small savings. Much of the 
positive reaction to the Budget comes from things such as this. 

But from the point of view of managing government fi 
nances, Singh's Budget is a disaster. Expenditure is running out 
of control with the fiscal deficit in 2002-03 expected to be 5.9 
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India’s fortunes in his hand: Finance minister Jaswant 
Singh on his way to Parliament to present the Budget 


DILEEP PRAKASH 
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: highest in nine years. Next year promises to be no better: 
e Budget estimate for the next year's fiscal deficit is 5.6%, but 
with the usual slippages — former chief economic advisor 
“Shankar Acharya says the slippage is at least 0.5 percentage 
points every year — nobody would be surprised if it crosses 676 
- (See ‘What Fiscal Discipline?’). 
^ | Thereasons are obvious. For one, subsidies are shooting up 
_— the Budget estimates for 2003-04 are 25% higher than for 
- 2002-03. Staff strength — a number BW watches closely — has 
: gone up by 92,165 (estimated 1 March 2003) over the actual 
- numbers of 1 March 2002. This despite promises to K.P Gee- 
^thakrishnan and his commission. Next year, Singh promises, 
. things will be different. But we've heard that one before. 
^^" While expenditure is on a merry upswing, Singh has done 
. little to raise additional revenues. He raised Rs 3,000 crore by in- 
..creasing the tax on services from 5% to 8% and by bringing 10 
. more services into the tax net, but almost all of that has been 
: given away in a host of concessions and exemptions. On bal- 
- ance, direct tax revenues have been left more or less un- 
.. touched, but the readjustment has been done in a way that has 
- Jeftlot more people happy than unhappy. What has added to 
the taxpayers’ feeling of relief is that Singh has dumped the rec- 
mendations of the Kelkar Committee on removing tax ex- 
mptions. (It is a different story altogether that the Kelkar rec- 
mmendations would not have hurt the honest taxpayer but 
nly cleaned up the mess direct tax administration is in.) 
- Another reason for cheer has been the substantial invest- 
ents planned in infrastructure — projects worth Rs 60,000 
ore — that Singh talked about. These plans could give the 












_ Markets Show Caution — j 


I" HE market adage, "Sell on.good news”, explains the 
market reaction to this year's Budget. Stocks opened 

| dow, shot up during the FM's speech, and shed their 

gains by the close. But some — Infosys, Tisco, Dr. Reddy's 


d Gujarat Ambuja — closed higher. Says a Templeton 
lia fund manager: "There's a positive nip in the air." 
~ Analysts and fund managers BW spoke with said the 
< «Budget policies will boost demand. Over the last few years 
-= companies like Grasim, Telco and Tisco have been restruc- 

- turing and are now ready for growth. A demand spurt is 

< => just what they have been waiting for. —— 
~ Despite that, nobody is rushing in to buy these stocks. A 
cement company may sell more, but it will have to pay 

jher excise. MNCs will likely hold back their high. 
vidends as they would now have to pay the 12.5% 
distribution tax. In other words, some of the gains will be 
fset by other charges. So analysts feel that earnings of 
ese companies will not go up substantially. 

-So which way do fund managers think the markets will 
jo up? They do. For one, they feel the small investor will be 
back for two reasons. First, the scrapping of long-term 
capital gains tax. Second, with interest rates on 
‘safe’ instruments reduced, they expect 
all investors will move back to the 
capital markets, especially mutual 
funds. The trend will gather 
momentum if companies post better 
performance in the first six months. 
That is, unless a war spoils the pitch. 
 T.SURENDAR 












































economy a boost, but a close reading of the Budget shows that 
this could be some time away. Most sectoral outlays — on com- 


munications, transport or the social sector — are virtually the - p 
same or even lower. Take transport. The Budget estimate for. . 
2003-04 at Rs 28,784 crore is lower than the Budget estimatefor — 


2002-03 (Rs 32,041 crore). If allocations for these projects are 
not visible in the Budget, it is, as the finance minister indicated, 
because these need private sector involvement. Presumably, 
funds will be made available if and when the private sector re- 
sponds. But that is a big if. | 

Most ministry outlays — barring finance and petroleum — 
have remained almost unchanged. The Department of Tele- 
com, for instance, sees a Rs 4,508-crore cut in its Central Plan 
outlay when compared with the Budget estimate for 2002-03. 
Health and family welfare remains at Rs 6,630 crore. HRD has 
gone up from Rs 9,225 crore in 2002-03 to Rs 9,625 crore in 
2003-04. If anyone is looking at government spending to pull 
the economy out of the woods, forget it. | 

The picture that emerges out of reading the Budget papers 
is very different from what the general reactions to the Budget. 
will make you believe. As far as government finances are con- 
cerned, Jaswant Singh has left things more or less unchanged, 
and that is bad news because they have been on a downward 
slide and that slide will now continue. In terms of big new in- 
vestments, theré are big ifs attached to them as well. In terms of 
tax reform, the spirit of the Kelkar Committee recommenda- 
tions has been jettisoned, at least in direct taxes. This is a Bud- 
get that substantially enlarges the scope of exemptions and 
special treatments and complicates the tax structure rather 
than simplifying it. As for subsidies, Singh has made a stab at 
reducing the one on fertilisers, but the stab is so minor, he need 
not have bothered. The increase he has recommended is less 
than 396, not enough, by his own admission, to attract the ire of 
his colleagues in Parliament. He has made no serious attempt 
to tackle the subsidy issue lest any NDA ally thinks he had such 
a blasphemous thing in mind in a pre-election year. = 

Perhaps the only significant reform in this year's Budgetis 


the cut of 1% on small savings interest rates applicable to pub- `- 


lic provident funds. This is a signal that India is moving towards 
a market determined interest rate regime — a big positive for 
the economy. Several of the other reforms announced by Singh 
— a cut in the peak customs duty rate, rationalisation of excise, 
dereservation of 75 items on the the small scale sector — are es- 
sentially continuation of existing policies. 

So, in essence Singh has chosen to put economic manage- 
ment in idle so as not to upset anyone before the elections. Says 
former chief economic advisor Ashok Desai: “It is a pedestrian 
Budget. A bit of this, a bit of that and too much of nothing.” 

Which raises an interesting question. What difference 
would it have made if Jaswant Singh had not presentedanew _ 
Budget and had instead continued with the old one? Except for . 
the interest rate deduction, some changes in direct taxesand — 
an increase in service taxes, very little actually. Therationalisa- — 
tion of excise duty and peak duty reduction in customs would 
have happened in any case because they are promises carried 


over from previous years. As for all the other positive an- 


nouncements in the Budget — making investments abroad — - 
easier for companies, increasing the cap on FDl in telecom, etc. ~ 
— they could have been made with or without the Budget. 
Kelkar and his taskforce need not have worked the weekends, _ 
all the newsprint spent on the Kelkar Committee could have — 


been saved and national attention would not have been di- ^ 


verted from India's fluctuating fortunes in World Cup 2003. And . 
India would have continued to chug along, at its own normal  : 
pace, in no hurry to get anywhere at all. i 
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That the S-word 
was not heard any 
time around the 
Budget is proof 
that the Sangh is 
closing ranks 





strange 
silence 


ARATI R. JERATH 





——— 





T is ironic that Ayodhya should have overtaken economic 
issues in the run-up to the Budget session this year. For 
once, the Swadeshi Jagran Manch (SJM) was not spitting fire 
at the government. Instead, the Vishwa Hindu Parishad 
(VHP) was on the warpath with a swarm of saffron-clad sad- 


Ram temple at Ayodhya. 

It was a sharp contrast to previous years. Just two years ago, 
the SJM, along with the Rashtriya Swayamsevak Sangh (RSS)- 
backed trade union Bharatiya Mazdoor Sangh, virtually laid 
siege to Parliament House during the Budget session to mount 
pressure against WTO-related reforms. Last year, the Manch 
was more subdued but its leaders met the then finance minis- 
ter, Yashwant Sinha, with a charter of demands. 

This year, the silence of the Manch has been confounding. 
The loudest critic of the Vajpayee government at Budget time 
sheathed its claws to make finance minister Jaswant Singh's 
task smoother and easier. To be sure, SJM convenor Murlidhar 
Rao surfaced on Budget day to comment on Singh's proposals 
but his carping seemed to be aimed more at keeping the 
Manch in business than at putting the government on the mat. 
(See ‘Murlidhar Rao Speaks:) 

A superficial analysis would suggest that the government 
has succeeded in taming the SJM and forced it into retreat. Af- 











RSS chief K.S. Sudershan (left) and prime minister Atal Bihari 
Vajpayee: Back on the same platform 





ter all, isn’t Jaswant Singh finance minister today after the 
swadeshi lobby had him knocked out of the Cabinet list at the 
last minute, five years ago? And doesnt Arun Shourie continue 


| as disinvestment minister despite the frenetic efforts of the 
| same group to get him removed? 


. The real story, however, is quite different. It's a tale of hard 


| bargaining and compromises, of the triumph of realpolitik 


over economic ideology, of electoral compulsions dictating a 
truce hammered out quietly to clear the air between prime 
minister Atal Bihari Vajpayee and RSS chief and swadeshilobby 


| mentor K.S. Sudershan. 


In March 1998, on the eve of the swearing-in ceremony of 
the Union ministry, Sudershan had paid a late-night visit to Va- 
jpayee's residence to ensure that Singh did not get the finance 
portfolio. Although Vajpayee had given in to Sudershan, the 
humiliating episode had soured relations between the two and 


| their mutual hostility has been one of the worst kept secrets of 
hus and sants converging on Parliament to clamour for the | 


the Sangh parivar. 
The wheel has come full circle. After his nominee Yashwant 


| Sinha and the 2002 Budget he produced became the scapegoat 
| for the Bharatiya Janata Party’s (BJP) ignominious defeat in last 


year's state assembly and civic polls, Sudershan accepted Singh 


as finance minister. And if further evidence was needed of the 
changed equation between the former antagonists, it came on 


| Vajpayee's birthday last December, when Sudershan went to 


the prime minister's residence to wish him personally for the 
first time. He even attended the celebratory jamboree at India 
Gate later that evening. 

It ischaracteristic of the Sangh parivar that this turnaround 
has its roots in political considerations rather than economics. 
The differences over policy between the SJM and the govern- 
ment persist. However, the semantics have changed. If one sin- 
gle reason has to be identified for this tactical shift, it would be 


| the forthcoming elections. In November this year, the BJP faces 
| four crucial assembly elections in the states of Madhya 


Pradesh, Delhi, Chhattisgarh and Rajasthan. These are virtually 
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Murlidhar Rao Speaks 


Q. The SUM was strangely silent in the weeks preceding the Budget 
unlike previous years. Why? 

A. That is not the case. We held rallies against the gov- 
ernment's economic policies last year in September. 
And, from April, we will launch our sangharsh yatras 
against the anti-people policies of this government. 
But it is true that this year, the government has start- 
ed the process of demystifying the Budget. For — 
instance, it did not talk about disinvestment targets in 
the Budget. It delinked declarations relating to labour 
reforms from the Budget. Foreign investment deci- 
sions have also been separated. This is very impor- 
tant. It will reduce the importance of the Budget. 





Q. Isn't it true that over the past several months, your communication 
channels with the government have improved? 

A. Our communication channels are intact. The S]M 
meets all the important people in the government. 


Q. But didn't you meet the prime minister recently? And wasn't this 
meeting a rare one? 

A. We have been meeting the PM. We met him 

last month also. Yes, there was a long gap. 


Q. Would you say that today, the government is more recep- 

tive to your suggestions and viewpoint? 

A. In some areas, it is accepting swadeshi 
arguments. There is a convergence on WTO 
(World Trade Organization) now. On 
employment, the government has accepted 

the S.P. Gupta report, which we had wel- 

comed. There is no forward movement in 

either sector despite the agreement. 
Disinvestment remains contentious because 

the government does not have a transparent poli- 
cy. It agreed not to privatise Bharat Petroleum 
which we were happy about. But it has gone back on 
its promise to allow public sector units to bid for 
Hindustan Petroleum. 


Q. Are you happy with this year's Budget? 

A. It cannot be considered an attractive Budget when 
the fine print is read. The major challenge before the 
government is how to address unemployment. We 
have growth but no employment generation. Unless 
the government goes for labour-intensive growth 
areas, this problem will stay. We need to identify agri- 
culture, small-scale sector and agro-based industry as 
areas of growth to meet the unemployment challe- 
nge. Also, the government is unable to come to grips 
with its WTO commitments. Although it has agreed 
with our stand that the WTO must settle implementa- 
tion issues before taking up new matters, it has not 
done anything about this. Before we reduce customs 
duties further, we must link these decisions to imple- 
mentation. The anomaly is there in the Budget. We 
have reduced customs duties on foreign-made liquor 
as required by the WTO but the government has been 
unable to maintain the subsidy on fertilisers. It's an 
absurd commitment to make to the WTO. 






trial runs for the big test next year — the Lok Sabha elections — 
in which the BJP will take the Congress Party head on in all 
the four states. 

Itis a characteristic of the Sangh that when it has its back to 
the wall, it sinks its internal differences and battles as a united 
force. Today, the RSS, the BJP, the SJM, the Vishwa Hindu 
Parishad and all other saffron affiliates have set themselves one 
goal — to ensure that the parivar comes back to power for an- 
other term. 

It's afar cry from the turmoil that gripped Sangh circles after 
last year's defeat in local elections in Uttar Pradesh and Delhi. 
The turmoil boiled over to result in the horrific communal car- 
nage in Gujarat, followed by a Showdown between the VHP and 
the government over building the temple at Ayodhya. All that 
seems to have passed now. After five years of public bickering ' 
andsniping, the parivaris once again functioning as a cohesive 
unit with a single aim. 

The truce is the result of the tireless efforts of a number of 
leaders of the constituents of the Sangh parivar. They include 
senior RSS functionaries H.V. Sheshadri and Rajju Bhaiyya, 
RSS joint general secretary Madan Das, deputy prime minister 
L.K. Advani and human resource development minister Murli 

Manohar Joshi. Over the past several months, 

through a series of formal and informal meet- 

ings, they have succeeded in somehow 

breaching the chasm between the Sangh 

and the government by re-establishing 

communication channels between 
the two sides. 

The effect is visible. With Vaj- 
payee and Sudershan no longer war- 
ring with each other, both the VHP 
and the SJM have simmered down. 
Although VHP hotheads like inter- 
national general secretary Praveen 

Togadia and Acharya Dharmendra 

continue to let off steam occasionally, 

this seems to be more a tactic to keep 
the hardline Hindu constituency happy 
than to actually rock the government's boat. 
The official line of the VHP on the Ram temple 
issue is that the organisation will accept the court's 

verdict on the dispute. 

As for the SJM, swadeshi sympathiser and Rajya Sabha 
member Balbir Punj says that Manch leaders are in regular 
touch with the government on a variety of issues. Perhaps the 
biggest development was a meeting between SJM representa- 
tives and Vajpayee last month. Rao admitted that it happened 
"after a long gap". 

The interaction has led to major changes in the budgetary 
exercise. For the first time, Rao pointed out, the government 
has delinked controversial policy issues from the Budget. 
Singh's Budget, for instance, does not set targets for public sec- 
tor unit disinvestment. It does not set targets for foreign invest- 
ment. It does not spell out decisions or specify a time frame for 
labour reforms. 

The specifics have been omitted so that they can be 
thrashed out in backroom discussions between the SJM and 
the government without raising the kind of public storms they 
have in the past. "Demystifying the Budget" is how Rao put it. 
"Itis a very important development. The Budget is now simply 
a general policy statement followed by tax proposals. This has 
reduced the importance of the exercise," he insisted. 

It was an indirect admission that this concession from the 
government had served to extinguish the SJM's fire this year. Wi 
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HERE is no economics in Jaswant Singh's Budget. It 
is not unfair to judge it on economic criteria — to 
say, for instance, that it does nothing to address the 
economy's most serious problem, namely, unstable 
expectations about policy generated by slow, uncer- 
tain and idiosyncratic reforms. But it is irrelevant. The 
team that made the Budget — Jaswant Singh, S. Narayan, 
Ashok Lahiri — do not think in macroeconomic terms; if 
they do at all, they consider them a distraction. 

This Budget should be judged in microbic terms. The 
prime minister gave the finance minister a wish list: rem- 
ove duties on imitation zari, tubular knitted gas mantle 
fabrics, knives, mosaic tiles, walking sticks and unbranded 
surgical bandages. Jaswant Singh removed excise duty on 
them. Here is a microcosm of the way the Budget is made 
these days: someone says to the PM: “Pradhan mantriji! 
Your government levies a tax on chunnis (the pieces of 
. rayon given to cover local deities). Have you heard of 
anything more blasphemous?” And the PM gets the tax 
removed. I wonder who got the excise on alcoholic 
perfumes reduced to 16%; now it will be cheaper to drink 
them than more fancy alcoholic drinks that attract 166% 
duty. I am looking for that unani drug that contains ‘self- 
generated alcohol’; it escapes duty. Here is the fiscal 
process of the world’s fifth biggest economy in a nutshell. 

So, let us get away from the overall figures, and look for 
nuggets of wisdom in the longest Budget speech in India’s 
history. The most encouraging feature is the funds being 
poured into infrastructure. One shining success of this 
government has been road-building. The idea — of the 
Great Cross of roads running north-south and east-west 
between the extremities of the country — came from the 
PM and was half-baked. But it fell into the hands of an 
honest minister, Major General (Retd.) B.C. Khanduri, an 
engineer with a flair for organisation. He transformed the 
Cross into the Golden Quadrilateral, upgrading the roads 
between the four metros that carry over two-thirds of the 
country’s road traffic. Now he will be given another Rs 400 





country, has been that of the infotech industry. Now the 


| promise is seen in other intellect-based activities like 


biotechnology and research and development. IT and the 
promising activities have received a number of favours in 
the Budget. Tax holidays to R&D companies, and tele- 


communication and satellite service companies have 
. been extended; customs duty exemptions have been 


extended to biotechnology R&D, preloaded software, 


. electronic components and so on. The thrust is clear: back 
_ the new knowledge-based industries. 


Jaswant Singh has reduced the customs duty on gold 


. from Rs 25 to Rs 10 per gram — or from 5% to 2%. That's 


good, specially in combination with the duty reductions 


on gems. Duty on rough and half-cut diamonds has been 


abolished; on polished diamonds it has been reduced to 
595. All this will help make jewellery an export industry 
and get customs and the Directorate General of Foreign 
Trade out of exporters' hair. The FM should further abolish 


the remaining duties on gold and diamonds. 


This EM loves convolution. He swears by stability and 


. continuity and then changes the 5% surcharge on firms to 
2.5% and removes it on persons unless they earn more 

- than Rs 8,50,000 — for whom it is raised to 10%. Yet his 

. heart beats for the common man. Thus individual busine- 
. ssmen will not have to collect and account for TDS and 

. people going abroad need not get a tax clearance certi- 

. ficate. The not-ordinarily-resident category was created to 


benefit government servants who got grace-and-favour 
jobs in institutions abroad and, on their return, wanted to 
collect tax-free pensions and interest. Singh is right to 
have abolished it in that form. Now anyone who returns 


- from abroad will get exemption on his foreign income for 
. two years; that way, he will avoid double taxation on it. 


billion for 48 roads. But the Major General will not be there | 
. Jaswant Singh has jettisoned almost every principle Kelkar 
| espoused, this change is for the better. Jaswant Singh is 


to ensure the efficient use of funds for the reconstruction 
of two ports and two airports as well as the Rs 8 billion to 
the Railways. However, this is still better than funding 
miscellaneous schemes for the upliftment of the poor 
which are instituted in the interests of micropoliticians. 
Another success, less of the government than of the 


Chidambaram had moved the tax on dividends from 
shareholders to companies. Yashwant Sinha, in his salad 
days, got pangs of conscience and put it back on share- 
holders. Now Jaswant Singh has taken it off them and put 
a 12.5% tax on companies. Dividends have been taxed as a 
part of profits, and should bear no further tax at all. But as 


quite lost in the big picture, but he is brilliant once he gets 
into the labyrinth of budgetary detail. 


The author is consulting editor of Business Standard. 
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INANCE Minister Jaswant Singh’s maiden budget is 

oriented towards growth. It portrays a vision of India 

as a will-do, can-do country, a society which is ready 

to assume its historic role in the world economy. It is 

an economy juxtaposed between a country like 
China, which is a fast-growing developing and authoritar- 
ian nation, and the developed countries, which are feeling 
the heat from competition down South. 

There are few counter-weights to the emerging China 
dominance. Thanks to our misguided policies towards 
labour, small-scale industries, food security and other 
paraphernalia, which arose out of the Left-parivar 
economics, China has become the leading producer of all 
the manufacturing goods. Therefore, there is little left for 
other developing countries to do except to move rapidly 
up the value chain — that is what South Korea is 
desperately trying to do, and also what the Indian finance 
minister is trying to deliver. 

The retention of no tax for information technology and 
extension of some of these privileges to the 

pharmaceutical and biotechnology sector has to be seen 
in this global light. While a ‘strict’ economist should 
normally object to such inequities, they nevertheless do 
make sense given the pressures of globalisation. In fact, 
the graduate buzzword is no longer ‘chemicals’; it is 
Compete, with a capital C. Hence, the continued emphasis 
on infrastructure to help facilitate growth. 

The big picture that the Budget is portraying is that of 
growth, and one is hard-pressed to either fight with this 
objective, or to believe that it will not be achieved. The 
pluses towards achieving this goal are the reductions in 
costs that the finance minister has made across the board: 
costs related to capital (administered interest rates have 
been cut by a full percentage point), costs related to 
infrastructure (lowered costs of transportation via 
improved infrastructure which, literally, lead to a 
reduction in the cost of tyres!), costs related to imported 
inputs (reduction in customs duties), taxation costs (both 
for salaried employees, who will be taxed about 5% less, 
and corporates who have their taxes reduced by a similar 
percentage). Indians do not face a relative disadvantage 
anymore compared with foreigners when it comes to fuel 
costs — such prices are (almost) out of the clutches of the 
mandarins. The removal of chemicals and leather from 
the purview of the reactionary Small Scale Industries Act, 
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as well as reforms in textiles, should mean greater growth 
and employment. 
So what gives? Clearly, the numero uno objective of 


. several fiscally Taliban economists has been relegated to 


the backburner — the fiscal deficit is not a buzzword in 
the finance minister's vocabulary any more. I also believe 
that deficits are bad, but for a somewhat different reason 
— it is that deficits help finance unproductive government 
employment, whether in the running of a petroleum 
company, or for wages for school teachers who have a 
Left-mandated incentive never to show up for work. 
Neither the Talibans nor the finance minister have an 
answer to these deficit-related problems. 

However, the finance minister has an edge in that he 
has realised that high Budget deficits can be caused, and 
perpetuated, by interest rate policies that are managed in 
a distorted fashion. By reducing the interest rates on scam 
(small) savings deposits by one percentage point, and 
continuing the Yashwant Sinha-initiated policy of moving 
towards market-determined interest rates, Mr Singh has 
struck a forceful blow for the reduction of future fiscal 
deficits. Another important future deficit-reducing policy 
that Mr Singh is following is that of moving with 
breakneck speed towards the implementation of yet 
another Yashwant Sinha initiative — the debt swap for 
past state deficits. 

While we may fret about the present fiscal deficit being 
in the neighbourhood of 10% of gross domestic product 
(consolidated Centre plus states), let us have a moment of 
silence to observe that such high deficits (wasteful 
government expenditure) have prevailed for the last 20 
years (yes, try counting them). Let us also note that such 
deficits have been financed through financial repression, 
that is, paying citizens with high interest rates in order to 
'force them to finance wasteful, and wasted, state and 
Central ‘in the name of the poor’ expenditures. By 
reducing this hidden subsidy, and moving towards 
transparent market borrowings, the finance minister is 
ensuring that we are moving towards a 6%-plus growth 
rate next year. And who knows, with further tax reforms as 
suggested by the Kelkar committee reports, towards 896 
growth in the near future. 


The author is managing director, Oxus Research. He can be 
contacted at ssbhalla@vsnl.com. 
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Banking Focus 


M: Anandrao Adsul, Union Minister of State for Finance, expressed that with professional attitude, 
modern banking, transparency in affairs and complete support of the customers, Greater Bank will be 
the No. 1 Co-op. Bank in the near future. He was speaking on the 
occasion of 51st Founders’ Day celebration of the Greater Bank, which 
was celebrated on Ist February, 2003. Mr. Narendrakumar Baldota, 
the CMD of the Bank also felicitated its Branches with Performance 
Awards based on various banking norms. Similarly, best employees 
from all the Branches were also felicitated. Mr. Narendrakumar 
Baldota, CMD, expressed gratitude towards the employees for the 
ZU solidarity shown by them while reconfirming the faith of Account 
=a holders in the Bank by boosting their moral with exclusive culture and 
. establishing a new trend in the banking sector. Mr. Anandrao Adsul 
| pointed out that due to baseless rumours spread about the Bank, 
customers suffered loss of interest and therefore he called upon the public not to believe in such rumours 
without verifying the truth by considering profitability of the Bank, business growth in past few years, 
percentage of NPA.He expressed that the Bank will be a rapidly progressing Co-operative Bank and achieve 
new heights in various aspects of banking thereby making its place amongst the modern Banks. On this 
occasion, Mr. Anandrao Adsul was felicitated by the CMD on behalf of the Bank and on behalf of the Union 
by Mr. Mohan Darekar, Secretary of the Co-op. Bank Employees' Union. The newly elected CMD, of the 
Bank was felicitated on behalf of the Employees' Union by Mr. Anandrao Adsul. Important personalities like 
Mr. Lotlikar, General Secretary of the Co-op. Bank Employees’ Union, Member of Parliament Mrs. Arya, 
Directors ofthe Bank andall the employees ofthe Bank and their family members attended the function. 
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T was interesting that finance minister Jaswant Singh 
focussed heavily on infrastructure in his maiden Bud- 
get. The finance minister talked about an investment of 

Rs 40,000 crore on roads. He also allocated substantial 

funds for modernising airports and sea ports. It was in- 
teresting because infrastructure is a basic building block, 
and is absolutely essential for sustainable growth of the 
economy. Moreover, spending on infrastructure has a mul- 
tiplier effect on the economy — because it generates de- 
mand in so many core sector industries. 

Infrastructure is important for another reason. Poor in- 
frastructure is probably the main cause for Indian indus- 
tries failing to compete with international rivals. Indian 
businesses do not lag behind in terms of productivity or in- 
tellectual property. What often fails them is infrastructure. 
And that is why, if India can get its infrastructure right, In- 
dian industry can start competing on an equal footing. 
That's exactly the kind of fillip Indian industry needs today. 

By and large, the business outlook seems favourable at 
this point of time. Looking at the larger picture, the macro 
fundamentals look good. Tax administration has been sim- 
plified, inflation is in check, interest rates are going down 
and foreign exchange reserves are healthy. So none of the 
macro level indicators signal any sort of trouble. 

A war could spoil the party, but in terms of real effect on 
the economy, it will depend on how long the war, if there 
really is one, lasts. At the moment itis dampening senti- 
ment, but I don't think it will really alter the fundamentals 
ofthe economy. 


The high fiscal deficit though is a matter ofconcern.But | 
. alise the importance of forging partnerships to push for- 
ward its development agenda. Here, we still have a lot to 
. learn from China, which has shown a lot of discipline and 
. great industry-government partnership. This year, the fi- 

| nance minister has talked about demystifying the Budget 
| process. This will benefit the industry a great deal. 


the figure of fiscal deficit being 5.696 of GDP should not be 
looked at in isolation. You need to look at it in conjunction 
with the host of other measures — both in terms ofthe so- 
cial sector spending and the growth of the economy. I don't 
think the figure is something to worry about too much. 
Because of the opening up of the economy, the overall 
business environment has become much more competi- 
tive. Many sectors are going through a phase of consolida- 
tion and one can expect shakeouts to happen in many of 
them. That is a positive thing; it will lead to growth oppor- 
tunities for the more efficient groups. Meanwhile, from a 
policy standpoint, there are some clear indications that in- 
dustry consolidation will be encouraged. The finance min- 
ister mentioned that when IT companies merge, they will 
continue to retain the income tax exemptions given to 








| them under Section 10A and 10B of the Income Tax Act. 


The fact that the Budget now allows companies with a 
proven track record to invest 10096 of their net worth over- 


| seas is a welcome step. Global expansion will now be an 

| important point on Indian industry's agenda, though of 

. course it will be specific to each individual business. For in- 
| stance, in cement, you wont see too many companies 

| rushing to invest abroad. There are enough opportunities 

| within the country itself that can be explored. On the other 
|. hand, inan industry like copper, if we want to become an 

| integrated producer, we will have to look for copper mines. 


There aren't too many copper mines in India. Ergo, we will 


. need to look overseas. So investments abroad, at least, will 
|. be driven by business necessities more than anything else. 
' But the fact that the roadblock for a company to grow 

| abroad has been cleared is the important point. 


The focus on growth is evident in this year's Budget. In 


| textiles, the reduction in excise duties should spur de- 
| mand. With the duties on textile machinery coming down, 
. the textile industry can start focussing on modernisation. 


Of course, the steps announced in this Budget alone wont 


| solve all the problems. There are fundamental issues like 

| power costs, which act as big hindrances to competitive- 

| ness. Those disadvantages haven't been removed, but the 

. Budget does help alleviate problems for the textile industry 
. to some extent. Besides, the import of fabrics has come 

. down somewhat. So the cost competitiveness of garments 

_ isbound to rise. 


There is another interesting strand that has emerged in 
this year's Budget. The government has finally begun to re- 


This year, the same spirit of partnership has extended to 


. Centre-state relations, with the Central government shar- 
_ ing the burden of shifting to a new VAT (value-added tax) 
| regime. This is especially important, given the way we are 


. structured as an economy. A harmonious Centre-state rela- 
. tionship will help in ensuring that everyone pulls together 
| in one direction while focussing on economic growth. 





The author is chairman, Aditya Vikram Birla Group. 
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ASWANT Singh's Budget is generous to almost every- 
one, but it fails to tackle the big problem — the fiscal 
deficit. As a result, the outlook for the economy 
seems rather mixed, at least at this point oftime. The 
real economy is in its best shape in years. But govern- 
ment finances are hurtling towards the edge ofthe cliff. 
‘Government-free’ sectors — automobiles, consumer 
goods and services — are likely to prosper. Rural demand 
should recover from the negative impact of the poor 
monsoon last year. Urban growth continues to reflect the 
transition from a socialist to a market economy. Infra- 
structure spending is rising and the Budget benefits for 


and the auto sector will benefit due to better roads, 

The healthcare and information technology sectors 
will benefit due to continuing tax incentives and good 
export performance. The IT sector has largely got past the 
problem of losing business because of short-term cost- 
cutting in its main markets. The emphasis now is on using 
Indian outsourcing for long-term cost savings. 

The banking sector reforms will provide several 
opportunities for mergers and acquisitions. The bailout of 
loss-making public sector banks is a good idea, but the 
danger is that good banks may lose their appeal by 
absorbing bad ones. Under normal circumstances, the 
reforms should increase foreign participation and, thus, 
increase the availability and reduce the cost of borrowing. 
Unfortunately, these are not normal times and the 
government's own funding requirement continues to 
balloon, crowding out the private borrower. 

The announcements on privatisation were low key. It 
underlines just how pathetic the government's track 
record has been. The plan to make the Mumbai and Delhi 
airports ‘world-class’ while keeping them under govern- 
ment control is good news. Private airports will come up 
at Bangalore and Hyderabad. The efforts to promote 
tourism are likely to be overshadowed by the difficulty in 
sprucing up airports, a problem that won't go away until 
many more private sector airports start operations. 

Indias pitiful record in tourism is one of the economy's 
lost opportunities. Tourism is not just valuable for earning 
foreign exchange. Properly developed, remote destin- 
ations have the potential for job-creation and improving 
living standards. Despite the FM’s encouraging state- 
ments, foreign visitors cannot reach Uttaranchal by air — 
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_ or travel to Mizoram without a Restricted Area Permit. 


The boost for pensions and the move to defined- 


| contribution’ pension schemes should have a positive 


impact on the financial markets. The 1% cut in the small 
savings rate was necessary, but does not go far enough. 


, Butthe 996 yield to be adopted for the proposed LIC (Life 
. Insurance Corporation) pension policy for senior citizens 
, Is far too high. The government's focus on maintaining 

_ high rates for savings while reducing rates for poor 

| borrowers through intervention will lock India into an 


overall high interest rate regime. Or it will create problems 


| for LIC similar to those experienced by Unit Trust of India 
housing, cement and steel are positive. Both rural incomes | 


(UTI). As long as interest rates are high and the govern- 


| ment runs huge deficits, it will be hard for companies to 

| deliver returns. And returns make equity markets 
attractive. The benefit of dividend and long-term capital 
gains tax reform can stabilise equity markets at or slightly 
. above current levels, but they cannot propel it forward. 


The fiscal time-bomb created by 10%-plus combined 


government and state deficits — which have shot out of 


control over the past five years — is likely to overshadow 


| financial markets. The finance minister missed a big 


opportunity to address this problem, Only a ruthless 
curbing of subsidies and the passing of a fiscal 


| responsibility legislation has any prospect of saving 
government finances from meltdown over the next two or 
_ three years. The longer it takes, the greater is the potential 


for damage to the non- government economy. 
Looking forward, capital goods shares will continue to 
be losers in the equity market. The winners will be the 


| automobiles, pharmaceuticals, FMCG and the IT sectors. 

_ This makes the equity market look a pretty good bet over 

| the next few months — especially when world markets 

_ will be overshadowed by Iraq and related problems. The 

| trading range of 3000-3500 should move up a few hundred 
_ points. But for the market to move even further there has 

| tobe some new buying pressure. Foreign institutional 

, investors have their own problems, UTI has a huge equity 
_ overhang which will more than soak up LIC's new money, 

_ and retail investors have been disappointed too often. 


Investors will get increasingly jumpy about the govern- 


, ment finances and the potential impact of a meltdown. 
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HE Indian economy has shown an overall growth 

momentum this year in spite of a decline in 

agricultural production. Manufacturing has grown 

6%, services 7% and exports, a very healthy 20%. 

And those numbers don't even capture the total 
growth picture. The growth trends, I suspect, are more 
robust than the numbers tell. The economic 
fundamentals are also'quite strong. 

On the ground, we are witnessing soft interest rates, 
increased offtake of non-food credit and a better 
performance by the manufacturing industry, which has 
restructured itself over the years and seems to be ready for 
global competition now. The economy has also witnessed 
a continued consumption-led push towards growth, 
driven by growing middle and higher income groups. 
Meanwhile, the government has continued its commit- 
ment to the core sectors. And investments in core sectors 
are important simply because of their multiplier effects. 

Going forward, the continuing process of restructuring 
in manufacturing and the strong consumption-led growth 
— reflected in the robust growth in the retail finance 
sector — are likely to be key features of the economy. 

I am glad to note that the government is recognising 
these trends and is making policies to strengthen them. 
The Union Budget of 2003 is a clear example of the 
government's efforts to leverage India's fundamental 
strengths and increase the momentum of the economy 
even further. The finance minister has identified India's 
wealth — its human and knowledge capital — and the 
opportunity that this human capital provides. 

The coming months should see increased government 
investments in core projects. This, in turn, will generate 
demand from other industries. Infrastructure and housing 
will be among the key drivers of economic growth. The 
large outlay for many infrastructure sectors will spur 
economic growth, coupled as it is with the public-private 
partnership model that ensures high quality of project 
implementation and supervision. The infrastructure plans 
are highly achievable, as has been demonstrated by the 
Golden Quadrilateral project. I would like to see some of 
the projects announced in this Budget — in roads, ports 
and airports — get started this year. 

Housing and construction is another area with strong 
linkages and multiplier effects. Led by consistent retail 
demand on the back of affordable housing loans, this sec- 
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tor has been on a growth path. The government has taken 
laudable steps here and the sector can be expected to con- 
tinue to grow handsomely this year too. It would be nice to 
extend the public-private partnership model to this sector 
as well, especially in mass housing. This will not only 
ensure better housing for the lower sections of the society, 
but will also spur core industries like steel and cement. 
The Indian industry is also buoyant with the new- 
found confidence that it can compete in the international 
markets. This has been possible due to the restructuring 
that the industry has gone through in the last few years. 
The new economic paradigm is the rising importance 
of the services sector. The growth rates and efficiencies 
achieved in the services sector have got a further fillip 
through this year's Budget proposals. While IT-enabled 
services, BPO and other software services are likely to 
grow fast, the focus on the tourism and health sectors will 
certainly see more investment-led growth in these areas. 
The banking sector has also played a critical role in the 
economic growth in the last few years, especially because 
it has facilitated consumption by making consumer loans 
more affordable and accessible. Today, the majority of 
houses and cars are bought through bank finance. This 


. trend should continue in the future. Further, this year's 
. Budget announcements will lead to more efficiencies in 


the sector and prepare it for global competition. 
With the growing disposable incomes and easy 
availability of cheap credit, the growth in consumer 


. demand is expected to continue and will lead to a growth 
| in the consumer goods sector, particularly if the current 
. trends of low interest rates continue. 


The government is likely to accelerate the 
disinvestment process this year, not just for containing the 


- fiscal deficit, but also for bringing the efficiencies of the 
. private sector to public sector units and for enthusing the 


capital markets. The Budget has already announced steps 
to revitalise the capital markets by abolishing dividend tax 


| and long-term capital gains tax; the added fillip of public 


sector disinvestment will certainly encourage the flow of 
funds into the capital markets. 
In conclusion, I am positive that the coming months 


. would see India setting firmly on a growth path, coming a 


| 


| 


b 


step closer to its rightful position in the global economy. 


The author is managing director and CEO, ICICI Bank. 


MAGAZINE OF THE NEW ECONOMY r 64 N BUSINESSWORLD 10 MARCH 2003 


AF S$ 
` 
8 


AM cautiously optimistic about the economy. Cautious 
because the decline in agriculture in the past year will 
now constrain demand. Optimistic because road build- 
ing and housing have gathered momentum, exports 
have grown, and demand for steel and cement is grow- 
ing. And when I also see that after two dull years the do- 
mestic car industry is set to end this fiscal with a small 
growth, then I become more optimistic than cautious. 

My outlook stems from the fact that manufacturing has © 
looked up in recent months. Despite our stated | 
competitive advantage in the services sector, 
manufacturing is critical when it comes to meeting 
consumption needs and driving income and employment. 
And I see certain broad patterns emerging that look 
heartening for the economy in the short-to-medium term. 

First, domestic manufacturing is now more efficient 
than, perhaps, even three years ago. In the car industry, 
the prolonged slowdown has led companies to ruthlessly 
cut flab and waste. This is happening across the value 
chain as suppliers work closely with manufacturers to 
reduce costs and improve on quality and delivery times. 

In Maruti Udyog, we are producing more cars in two 
manufacturing plants than we did in three plants two 
years ago, and with less manpower. Costs are down. To 
me, this means that manufacturers are ready to capitalise 
on any revival in consumer sentiment that were to happen 
now. And, of course, customers will certainly benefit. 

What this also means is that we need not look only at 
‘big bang’ investments in expansion and greenfield 
projects to spur the economy. Efficiency and higher prod- 
uctivity from existing capacity will also drive growth. 

All this, of course, assumes an increase in demand. Ina 
year of falling agriculture output, this is a big assumption 
to make. But I am banking on certain positive trends. I 
expect that the growth in roads and construction may 
have a spillover impact on demand. 

At the same time, companies are also working hard to 
open up new markets and reach more customers. In 
automobiles, efforts to provide cheaper and easier 
finance, expand sales and service network and focus on 
the pre-owned car market are the sort of efforts that will 
persuade potential buyers to spend in an otherwise 
uncertain environment. 

A stimulant for consumer demand could be the 
stockmarket. With falling interest rates, more and more 








~ economy 


. households are moving away from fixed return 

_ investments and putting at least some money into mutual 
_ funds. As such, the stockmarkets now affect the wealth, 

» sentiment and purchase decisions of many more people 

. than earlier. If divestment happens as planned, it could 


provide the positive sentiment that the market needs. 
The rise in fiscal deficit may be cause for some worry. 


| But I do not expect the deficit to have a significant impact 


on cost of funds over a one-year timeframe. There is 
enough liquidity in the system. If anything, I expect real 


_ interest rates to be at acceptable levels in the coming year. 


The condition of state government finances is one area 


of concern, even for the short term. It is impacting social 
| sector investment and may create roadblocks for tax 


reform. Also, while on the issue of reform, the 
government's moves on the pricing of petroleum goods 


_ will be keenly watched. The government may decide to 
| genuinely dismantle price control and, thereby, 
| implement what it has already announced. 


Although inflation is now out of fashion, there may be 


_ some worry on this front. We are moving into an election 

| year and it will be interesting to see the Centre balance 

| populism with the pressure to keep prices down. I believe 

. that if war breaks out in Iraq and oil prices are impacted, it 
| will be an additional variable to contend with. At the same 
| time, a weakening dollar will help lower the import prices. 


If the economy revives, there will be some natural 


. inflationary pressure coming with it. I only hope we do not 
_ get too concerned about it. Measures to contain inflation 

_ at this stage could interrupt the revival process. As a car 

_ maker, I have plenty to look forward to. Sales are on the 

_ rise. Thousands of people who bought two-wheelers in 

_ the late 1990s would be looking to upgrade to four wheels. 


In addition, we can see car ownership periods coming 


_ down. Customers are in a hurry to upgrade. They are also 

| comfortable with multiple cars per family. These would be 
| other demand stimulants. Besides, interest rates are down. 
. Market offers and promotions are more attractive than 

_ ever. An excise reduction was overdue; it has happened. 


The last big jump the car industry saw was in 1999- 


. 2000, when it grew by over 55%. That was followed by two 
. dull years as the market stabilised. Another quantum 
_ jump in 2003-04? Who knows. 


The author is the managing director of Maruti Udyog. 
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EDITORIAL 


AN EYE ON THE VOTE BANK 


Itis hard to figure out what else this Budget is trying to do 


HE finance minister will certainly be applauded. 
His sympathisers will say that given the constraints, 
he hasn't done a bad job. Yes, there was Vijay Kelkar 
and his two reports on direct and indirect taxes. But 
there was also Rajnath Singh. Who has the patience, 
specially in an election year, to read the 500 pages that 
Kelkar produced? But everyone is ready to go through Raj- 
nath Singh' eight pages. Perhaps the ruling party made a 
big mistake in setting up the Rajnath Singh Committee. But 
having set it up, it couldn't ignore its recommendations. 
But what Jaswant Singh has done goes beyond Rajnath 
Singh and taxes. For a start, Part A of the Budget speech has 
disappeared. Part A is where the big reform announce- 
ments used to be; since such reform announcements were 
never implemented, scrapping it was a good idea. Barring 
dereservation of 75 small-scale industry items, there 
aren't any big bang reform ideas in this Budget. 
And apart from figures, there isn't much on 
privatisation either. You'll have to hunt 
hard to figure out what the Budget is try- 
ing to do. This is one of the longest 
Budget speeches in history and me- 
anders like the rivers the PM is trying 
to connect. After all, Jaswant Singh is 
explaining his ideas to the likes of Al- 
bert Einstein (paras 152 and 153), 
who know nothing about economics 
and taxation. No wonder the speech 
needs an index. That's a first, at any rate. 
There's another. Jaswant Singh is the 
first post-liberalisation finance minister 
who is not paranoid about fiscal deficit. As a de- 
bating point it is, indeed, true that we shouldn't make 
a fetish of the fiscal deficit. What is important is how the fis- 
cal deficit is used. But every FM in the 1990s knew that fiscal 
deficit was used to finance revenue expenditure and not 
capital expenditure. That was the reason for paranoia. 
Singh isn't that obsessed. He knows he has no control over 
Plan expenditure. He also knows that compared to the 
2002-03 Budget estimate, he hasn't increased non-Plan cap- 
ital expenditure. It's all revenue expenditure and the fiscal 
deficit/GDP ratio in 2003-04 is to be 5.6%. The way estim- 
ates have turned out in the past, we might finally get 6.276 in 
2003-04. No Budget explicitly states expected nominal GDP 
growth. Implicitly, this year's nominal target is 12%. The real 
component can't be more than 6%. We need 6% inflation. 
Otherwise, revenue and fiscal deficit projections will be 
messed up. The Economic Survey hints that inflation might 
be inching up; the Budget speech almost hopes it does. 
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The finance minister focusses on health, housing, infra- 
structure, agriculture and manufacturing. The first four are 
state subjects. How do you improve public investments in 
physical and social infrastructure without rehabilitating 
state finances and restructuring their debt? But the Twelfth 
Finance Commission will work that out. The idea that tax 
policy should be used to push some sectors (even if we have 
a comparative advantage in biotechnology and pharma- 
ceuticals) is debatable. But if you are going to use tax policy, 
especially direct tax exemptions, only income-tax payers 
will benefit. That's as it should be as that's the section that's 
important in an election year. Ergo, more exemptions for 
housing and new ones for education. As the public sector 
won't deliver in health and education, grant exemptions 
(specially in health) to the private sector so that people 

move to private facilities. And lest people point fingers, 
throw in that bit about community-based health 

insurance and throw open pension funds 
(with appropriate regulation). 
Its the same electoral logic for a 
higher standard deduction on income 
tax, reintroduction of leave travel 
concession, preferential treatment 
for VRS (who gets VRS?) and improv- 
ing airports in metros. And if inves- 
tors are to be guided towards the cap- 
ital market, dividend tax and 
long-term capital gains tax must go 
(there is still a dividend distribution 
tax). These moves were expected — after 
all, the Rajnath Singh Committee wanted it. 
The same logic of pandering to the middle 
classes works elsewhere too. There's a cess on diesel to 
fund roads, but it will be used to improve only the national 
highways; feeder roads like state highways and smaller 
roads can't be improved until the problem of state financesis 
addressed. There's an agriculture price stabilisation fund for 
cash crops, but it doesn't extend to all crops. Neither the Eco- 
nomic Survey, nor the Budget have any idea about what 
needs to be done about agriculture, which is in a shambles. 

That leaves indirect taxation and procedural simplifica- 
tion, where the FM has generally gone along with the Kelkar 
report. That's because there's bound to be no controversy 
over this. Ditto for cutting the peak import duties on manu- 
factured items. Then there's VAT in April 2003 and central 
sales tax coming down to 2% in 2003-04. Don't be fooled: ra- 
tionalisation of excise also helps the middle class. 

That’s the Budget. So expect general elections before the 
next one. ii 
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Infosys” Chief Mentor 
Narayana Murthy is 
on a different, global 
quest these days. 
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IF anything, your 


cover story made me 
feel like a fool. Why 
should I pay my taxes 
if others richer thanI 


don't bother to? 


| 
| 
| 
| 
| 
| K. GANESH, Pune 
| 
| 
| 
| 
| 


B The sorry state of affairs in the in- 
come tax department will do nothing 
but force taxpayers to evade or avoid 
taxes. Voluntary disclosure schemes 
that are held at regular intervals only 
discourage honest taxpayers. The 
taxing policies in India are such that 
the salaried classes bear the brunt 
whereas the business community 
walks away with all the benefits. 

It is high time the working of the 


PUNISH THE WRONGDOER 


Ashok Desai has put forward a bizarre 
view on tackling non-performing assets 
(NPAs): pass on the risk of default to 
bank depositors (‘Dump The Dividend 
Tax, BW, 24 February). Deposit holders 
put their money in a bank so that they 
can earn a profit on it. The profits will 
come only ifthe bank's employees evalu- 
ate the risks properly and lend the 
money judiciously. If the bank has NPAs 
after all this, these employees should be 
penalised and not the deposit holders. 
Desai says that by doing this, deposi- 
tors will go to the best banks only. So we 
can say when companies fail, this should 
serve as a lesson to the banks — go after 
the best borrowers only and don't make 
ahue and cry about defaulters! 
MADAN SABNAVIS 
Via email 


REPOSITIONING FIAT 


The problems at Fiat India are due to in- 
efficient channel management and 
wrong positioning (‘Alberto’s Agenda; 
BW, 24 February). The company must 
realise that channel partners play a ma- 
jor role in influencing buyers' decisions. 
And while Fiat did not capitalise on this, 


ROBBING PETER... 
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income tax department was put un- 
der the scanner. It needs to get its act 
right by bringing in internal checks 
and adopting measures that are tax- 
payer-friendly. | 

The department must keep an 
eagle eye on politicians who are, de- 
spite the image they try to project, 
some of the biggest tax evaders. 
AKHILESH KUMAR SAH 
Faizabad 


other companies used direct selling as- 
sociates to achieve faster penetration. 
Fiat can get an edge over others by fo- 
cussing on the weaknesses of rivals and 
building its strengths in those areas. 
Also, a revamp in pricing and promotion 
along with value engineering can give an 
impetus to this initiative, 

R.S. MANI 

Coimbatore 


TIME FOR CHANGE 


Even though former National Dairy De- 
velopment Board chairman Verghese 
Kurien's philosophy is good (‘Locking 
Horns’, BW, 17 February), it is out of 
place in today's world. Current chairper- 
son Amrita Patel has no other option but 
to bringin a more professional approach 
in production, processing and market- 
ing of milk. She has to improve the qual- 
ity of products and take over marketing. 
Control of marketing gives access to 
ready cash and helps genuine producers 
lower in the pyramid. 
VETURI CHIRANJEEVI 
Via email 

Letters can also be sent to i 


editor@bworldmail.com | 


| 
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in On the move, carrying important data on floppies of small capacities can be quite painful. Sooner or MVMiiCcrRc) 
the symptoms of a cumbersome backup are bound to show. But thankfully the remedy is at hand. The Sony W. Al j LT 
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An All-new Mission 


N.R. Narayana Murthy has already become a 
legend. Yet the founder chairman of Infosys 
Technologies is not resting on his laurels. His 
mission now is to make Infosys a truly global firm 
like IBM. Already a peripatetic brand ambassador 
for the company, his vision is far broader, 
however. He wants to become an unofficial 
ambassador for India. Behind the unassuming 
demeanour, he is an effective power player. 
Already, he has the ears of several heads of state, 
Fortune 500 CEOs and university deans. A day in 
the life of Narayana Murthy. 


4 LETTERS TO THE EDITOR 
66 EDITORIAL 


8 TELECOM The standoff between the cellular and 
limited mobility players is not expected to end until 
Pradip Baijal takes over as Trai chief. 


9 THE CHINESE OPPORTUNITY The Indian industry 
has perceived China as a threat for a long time now. 
But now steel companies are discovering the poten- 
tial that lies beyond the Great Wall for Indian exports. 


20 OMKAR GOSWAMI Jaswant Singh has presented a 
pragmatic Budget. Give a little, take a little, and coax 
the economy along. And almost everyone seems to 
be happy with him. 


24 MARK MOBIUS This year's Budget fo- 
cusses on progressive reforms in 
government policy, infrastructure 
development and further stream- 
lining of indirect taxes. But, as al- 
ways, the governments fiscal deficit 
presents a big problem. 
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26 STEEL PORTALS Can arch-rivals SteelRX and 
MetalJunction coexist in a single market? 


26 MAMMEN MAPPILLAI What's in store for tyre 
major MRF now that its chairman and managing 
director Mammen Mappillai is no more? 


40 BSNL Inashort span of four months, BSNL has 
roped in over 1.5 million cellular subscribers. How 
did it manage to do something that took private 

players like Bharti and 

Hutch so many years to 

achieve? 


48 AURIGENE Aurigene, a 
subsidiary of Dr. Reddy's 
Laboratories, is hiring 
high-quality global 
talent to set up a drug 
discovery company in 
Bangalore. 


51 SUN PHARMACEUTICALS One of Indias fastest- 
growing companies in the pharmaceuticals sector 
faces two problems — diminishing returns from the 
domestic market and high investment requirements 
in research. How does chairman and managing 
director Dilip Shanghavi plan to tackle this? 
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LEAD STORIES 
© FMspeak 


Finance minister 
Jaswant Singh tells BW 
about his Budget, why 
he ignored the Kelkar 
recommendations, 
and more. 


© A New Prescription 


Analjit Singh leads Max Healthcare 
Institute through a midcourse 
correction. The lukewarm response 
in primary care has forced him to 
focus on secondary care 
nursing home-type 
healthcare centres that 
require less investment. 


Max Healthcare’s Analjit Singh 








INFOTECH 


44 BW ROUNDTABLE Where 
is the Indian IT and ITES 
industry headed? An ex- 
pert panel tries to find 
the answer. 


TECHNOLOGY 


63 THAT'S IT: MALA BHARGAVA These 
pocket-sized devices are feature-rich and 
power-packed. No wonder the market 
for PDAs is set to explode. 


BOOKS 


64 THE BRAND CRITIC After the success of No Logo, 
Naomi Klein is back with a collection of her speeches 
and reports against globalisation. 
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The Power Player 


NDIAN business has a lotto W m 
| Businessworld 


Reinventing 


A 


d 

4 
1 = | 
£ 


thank N.R. Narayana Murthy 

for. Thanks to him, the image 
of Indian business houses and 
their owners has improved dra- 
matically. Narayana Murthy has 
proved to the world that it is pos- 
sible to build businesses here in a 
fair and transparent manner. 


\ 





Those who know him say that 
perhaps Narayana Murthy’s greatest asset is his interper- 
sonal skills. He just has a way of getting his work done. He 
can, at once, make a government clerk as well as the head of 
a nation feel comfortable and receptive. 


And now he is using those very skills to build equity for In- 
fosys globally. This is Narayana Murthy the power player 
more than Narayana Murthy, CEO, Infosys Technologies. 


Senior assistant editor Vidya Viswanathan has known 
Narayana Murthy and Infosys for many years now. This 
time, she spent one whole day with him at the Infosys cam- 
pus in Bangalore. He allowed Vidya to sit in on all his meet- 
ings on that day. There were 11 meetings in all, between 8:15 
in the morning and 4:00 in the evening. This is the first time 
that any journalist has seen Narayana Murthy from so 
close, and seen first-hand the way he works. 


Says Vidya: “Narayana Murthy makes everything seem so 
effortless, It was so easy for me to hang around, in his room. 
In between meetings, he kept me entertained showing me 
something called Zinio on his laptop. Zinio has electronic 
copies of all magazines, and Narayana Murthy reads them 
on flights.” 


Meanwhile on page 40, read how BSNL is on the verge of be- 
coming the cellular champ in India. It is already within a 
striking distance of Bharti and Hutch. Both these compa- 
nies had started on the cellular path long before BSNL en- 
tered the fray. And looking at the rate at which it is snapping 
up subscribers, BSNL looks all set to overtake them by the 
end of the year. Who said public sector companies cannot 


be aggressive? 
Kw h— 
( 


AVEEK SARKAR) 
CHIEF EDITOR 
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TELECOM 


Waiting 
for Baijal 


T was a seven-hour-long date on 

Valentine’s Day for the warring 

cellular mobile and limited mobil- 

ity (wireless in local loop or WLL) 

players. Communications, IT and 
disinvestment minister Arun Shourie 
played broker and got the two parties to 
sit together. The whole idea was to | 
thrash out the contentious issues out of | 
court. Shourie said that he hoped to set- 
tle the issue amicably by 1 March, give or 
take a few days. 

Perish that thought. In all likelihood, 
if anything significant happens, it will 
happen only after 1 April. Sure, the war- 
ring parties have met five times already. | 
But nobody is expecting any significant | 


SECOND THOUGHTS § 





Ag BEEF lovers in Kerala, 
H 





4e' — "P West Bengal and the 
North-east (where cow 
slaughter is permitted) 
can breathe a sigh of 
relief. They may not 
have to change their 
eating habits. The bat- 
tle between the Congress and the BJP over 
a national ban on cow slaughter seems to 
have ended in a stalemate. The issue of 
who's the better Hindu party came up at 
the just-concluded assembly polls in Hi- 
machal Pradesh. Ittook another election — 
— in Christian-dominated Nagaland —to | 
stop it. The BJP has just won seven assem- | 
bly seats and is joining hands with the ex- 
Congress group, the Nagaland People's 
Front, to form the next government. BJP 
sources say it's not politikto impose a na- 
tional ban when the party wants to con- | 
solidate its first big electoral win in the | 
region. The Congress piped down after its 
leaders in Kerala and West Bengal were 
alarmed at the proportions the issue as- 
sumed. Obviously, there's more politics in 
the rhetoric than real substance. H 
ARATIR. JERATH | 













progress in the last month of 
Telecom Regulatory Author- 
ity of India (Trai) chairman 
M.S. Vermas term. In fact, 
players openly admit that 
they expect things to pick up 
pace only after Pradip Baijal 
formally takes charge as the 
new Trai chief. The chief of a 
cellular mobile company 
even goes on to say: “Once 
Verma goes and Pradip Baijal takes the 
reins of Trai, things will start moving. Till 
then, it is a waiting game.” 

One limited mobility player insists 
that there is no reason for the issues to go 
to the Trai. But then, everyone agrees 
that the big mess in telecom cropped up 
because the Trai chief (Verma) and the 
telecom minister (Pramod Mahajan) 
had diametrically opposite views on a 
range of issues. But Baijal and Shourie 
make a good team. Hence, everyone ex- 
pects the telecom mess to get tackled on 
a war footing once Baijal walks in. 

As things stand, there is no clarity 
whatsoever on the issue. Both the cellu- 
lar mobile and the limited mobility 





EUROPE WATCH 


On the slow track 


leased its economic survey for Europe and the picture for developed eco- 


T HE United Nations Economic Commission for Europe (UNECE) has just re- 


nomies is none too happy — even the modest growth rates projected earlier 
have been scaled down. The accompanying chart shows why Germany and France 
are not at all enthusiastic about a US-Iraq conflict. Already sluggish growth there is 
likely to be affected by geopolitical tensions. The survey reveals the truth of that 
adage: when the US sneezes, the rest ofthe world catches a cold. Excerpts: 
E Short-term economic outlook is uncertain. Consumer confidence in Western Eu- 
rope is at its lowest since 1996. Not good for private sector spending in 2003. 
@ Even during the tough years of 2001 and 2002, growth in East Europe (4.8%) and 
the CIS (4.1%) was resilient. UNECE projects a change in real GDP of 4.2% for 2003. 


CHANGES IN REAL GDP (%) 


Country 2001 2002 PAUL UE; 
FRANCE 1.8 1.0 
GERMANY "TE 0.2 

ITALY 1.8 0.4 

AUSTRIA 0.7 KY 

BELGIUM 0.8 0.7 

FINLAND 0.7 

THE NETHERLANDS BE: 

UNITED KINGDOM 
EURO AREA 
UNITED STATES 


“Earlier UN forcast pegged growth rate at 2% "* Earlier UN forecast of 3% 
Source: UN Economic Commission for Europe's economic survey 
















E In West Europe, the sluggish- 
ness of the German economy 
pulled down forecasts of growth. 
Aggregate real GDP in western Eu- 
rope is expected to increase only 
by 1.796 — a cause for concern. 

Bi A sustained rise in oil prices (it 
rose above $31 per barrel in Janu- 
ary 2003) could push the Western 
economies into recession. 

B The weakening dollar could see 
a tightening of monetary policy in 
the US that could put the brakes 
on economic growth in the euro 
area, Japan and Asia. 

@ Germany could be a potential 
candidate for deflation. EJ 
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roups are sticking to their guns. The 
Cellular Operators Association of India 
(COAD has not withdrawn the case in 
the Telecom Disputes Settlement Ap- 
pellate Tribunal (TDSAT) against the 
introduction of WLL services. The limited mo- 
bility players are talking of multiple registra- 
tions, which will allow the consumer to acti- 
vate his phone in different areas, although 
with different numbers. Cellular operators op- 
pose it, saying that's roaming by another 
name, 

One way out is to go in for a fifth mobile li- 
cence. But that is tricky since Trai has to decide 
on the need and timing of introducing the ser- 
vice. The existing mobile operators will defi- 
nitely oppose it. That will mean another round 
of court battles. 

Also, once it is opened, anyone will be free 
to bid for that licence. That is something that 
the current set of limited mobility players 
would not want. However, the next couple of 
weeks should see some kind of an interim S0- 
lution that would lead to a migration to the 
fifth licence. Hopefully, Baijal and Shourie will 
find a way out. Till then, all lines in this route 
are busy. B 
ANUP JAYARAM 
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LINING UP FOR LINUX 


| State/Government Linux usage — projects under 
department implementation/development/ 
consideration 












Land record system, 
| accounts and treasuries, 
employment exchange, 
desktops 


NEI amen eterna Hatte t tonii enun tnr NB En aas MARIA 


| Treasuries and accounts, 
schools, desktops 

















SESS ee 







Messaging and workflow 
solutions 













ERP solutions 


Database applications : 






Billing applications 
Billing applications 


Stamp registration 





File tracking system 









Schools, desktops — 


Messaging and collaboration 







Parcel tracking 
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india soci¢ 


www.actionaidindia.o 


Hee ati rm ren 


x ý er ANAN EE NAAA E KANO EA iere c eri EAAS AEAN A N AAA a Aaaa V meaa etri 


LAA nain ine i e etie mim KEN Aot srt ERN RISE t ese arrivee iamiam t IRA E 


; Help us bring a smile back to the faces of Gujarat's riot-ravaged children. 


“he chi Idren. of Gujarat urgently need. food, shelter and education. ActionAid's Aman Parivar and Aman Shishu programs are working to 
ehabilitating 5000 families and over 2000 children. We need an estimated Rs. 10 crore for this work. Urgently. Which is why we are askin 
‘OUT. help. You could raise funds for us by spreading the word to your friends, neighbours, collegues or classmates, through "Friends of Guja 


i ctionAid India is a development agency working with over 300 voluntary agencies for the betterment of street children, 
dalit women and riot victims. Our vision is to see a world without poverty, where everyone can Jead a life of digr 


—ÁÓ— P — RE ———————— REEL RE 


——ÁÓ——M—— ERE 


i contributions a demit indir section 80G. Send your contributions to ACTIONAID, C-88, South Extension-ll, New Delhi-1 10 049. Ph: 51640571-6, Fax: 516/ 
r contact Jerry Almeida at jeroninio@actionaidindia. org Hise es EE 
PACE COURTESY. BUSINESS WORLD + AN ACTIONAID SUPPORTER - 
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TWENTY FIRST CENTURY BATTERY 


Xtra power 


T’S not often that an 

unproven but path breaking 

technology is licensed early 

to an Indian firm. It is even 

rarer for institutions in 
India to fund such 
technology acquisitions, 
especially if the cost is high. 
It was, thus, unusual for the 
Chandigarh-based Twenty 
First Century Battery to pay $2.5 
million to Bellcore (an offshoot of 
Lucent Bell Labs, now called 
Telcordia) for a licence to 
manufacture its lithium 
ion batteries. It was 
even more unusual for 
financial institutions 
(FIs) and the 
Department of Scie- 
nce and Technology 
(DST) to invest Rs 25 
crore, partly as equity 
and partly as loans, in 
the commercialisation of 
this technology. 

But that was three years ago. 
The battery hit the Indian market a few 
months ago under the brand name 
Xtramile, giving India an entry into a 
radical technology domain. Due to its 
low weight, high energy density and 
environment friendliness, lithium ion 
batteries are set to dominate the battery 
market in a few years. Xtramile is now 
being made for cellphones, but will 
later be available for laptops and cam- 
corders. The ultimate aim is to make 
lithium ion batteries for electric cars. 
Twenty First Century Battery was 

promoted by Chandra Mohan, the 
former managing director of Punjab 
Tractors, and R.C. Jain (who passed 








A Power to phones & 


, Battery has the capacity to 


| it can tweak its plant and 
| aiming at the retail market: 
| replacement after a year or 


| cellphones in India will 
| help the company. * 






now to cars, laptops 
and radar systems 


away a few months ago), 
who was head of the 
nickel cadmium 
division in Amco, in 
1995. Chandra Mohan 
doggedly pursued the 
FIs for five years 
before he could get 
them to invest in his 
firm. But now DST's 
Technology Develop- 
ment Board and UTI have 
together invested over Rs 11 
crore in the equity of the com- 
pany. And ICICI Bank and IDBI have 
given loans worth Rs 6.52 crore and 
Rs 7 crore, respectively. 
Twenty First Century 


make six million cellphone 
batteries a year. If necessary, 


also make car batteries. It is now 
cellphone batteries need 


two. The proliferation of 





P. HARI 






Rural mural 


CICI Bank MD and CEO K.V. 
| Kamath dreams of expanding the 
bank's rural presence by setting 
up kiosks. Three months from now, he 
will know if the dream can come true. 
That's when IIT-Madras, which is 
developing a cash-dispensing 
machine, will unveil the first 
prototype. The machine will cost 
under Rs 25,000. It will dispense 
Rs 1,000 a day per customer. The 
machines will also be the anchor of 
village kiosks, which will form a rural 
distribution network for the bank, 
retailing financial services like 
agricultural loans. Initially, the kiosks 
will ride piggyback on a 500-village 
network of rural Internet access 
terminals (called Chiraag) set up by 
n-Logue, a firm founded by IIT- 
Madras' Tenet group. The two are 
also developing other banking 
applications for the rural community. 
ICICI Bank's rural plans are being 
followed with interest. Management 
guru C.K.Prahalad is excited about the 
project, but believes that the cash- 
dispensing machines must support 
iris-recognition systems to facilitate 
easy access to the rural community. IB 
M. ANAND 
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Hopes fail 
onHIV | 
vaccine 


HE first HIV vaccine 
T just failed. The 
M California-based 
VaxGen reported the 
results of its Phase II clini- 
cal trials were "disappoint- 
ing". So what does it mean 
for the Indian HIV vaccine 
being developed (See 'The 
Lab Report’, BW, 9 
December 2002)? 

"The Indian AIDs vac- 
cine is entirely different 
from the VaxGen one,” 
says Ramesh Paranjape, 
officer-in-charge, 

National Aids Research 
Institute (NARI), Pune. 
While the VaxGen vac- 

cine was for the HIV virus - 
subtype B, which is. 
found in America and 
Europe, the Indian vac- _ 
cine has been made 

using subtype C, which is 
found only in India. 

Paranjape says the 
results show that clinical 
trials can be conducted 
successfully. And he is 
awaiting further details. 
“We may yet learn that 
injecting the vaccine may 
reduce viral load in 
patients and may lead to 
improved state of health 
for infected patients,” says 
Paranape. ^ 

| GINA SINGH 


FDI IN PRINT 


Courtship time 


IX months ago, 
S^ government 

announced it 
would allow foreign 
direct investments of 
up to 26% in Indian 
publishing firms and 
foreign print titles to 
have Indian editions. So 
far, we haven't seen any _ 
action on either front. So 
what's happening to FDI in print? Here's 
what we found: 
W The Indian Express Group has registered 
the International Herald Tribune name in 
India. What does it mean? When we will 
see the paper in India? Search us. 
lll The government's written policy is finally 
out (on www.mib.nic.in). And it isn't as bad 
as it was made out to be. You need to put 
in nine copies of your application, pay 











Rs 5,000 along with the 
application, prove that 
the majority of the firm 

will be owned by Indi- 

ans and get clearance 
from the home and inf- 
ormation and broad- 
casting ministries. 

li Most publishers/ 
editors/owners discuss the 
subject only off the record. They worry they 
are guinea pigs for the government or for 
the foreign company they partner. Others 
are still wooing foreign partners and do not 
want to jeopardise the courtship. Sanjay 
Gupta, editor and CEO of Dainik Jagran, 
explains: "It takes time to locate a foreign 
partner and go through the due diligence. 
The policy guidelines have just come out, 


| the whole thing takes time." Ah well. H$ 


VANITA KOHLI 








CHEVROLET. 


HANK God General Motors told us. We 
| wouldn't have known otherwise. Sam- 
ple what GM is rolling out as Chevro- 
lets in India. The first, is the Forester. Every- 
body says it looks just like a 'Subaru' Forester. 
Probably because that's what it is. Coming 
next is the Panther/Travera. That one will 
bear an uncanny resemblance to the ‘Isuzu’ 
Panther that populates the streets of South- 
east Asia. The next two are the Nubira and the 
Matiz. Weren't two models of the now-defun- 
ct Daewoo called the same? To avoid deja vu, 
GM will likely rename them. So, till now it's: "I 
am not Chevrolet." When do we get a taste of 
thereal thing? A Camaro or Corvette maybe? B 
ABHUIT MITRA 





Daewoo Nu- 

bira: Expect a 

different 

= grille and 

T2" evenanew 
ey name! 





Daewoo Matiz: Hey, 
we have seen this be- 
fore. And owners 
stuck without spares 
are feeling happy! 





Subaru 
Forester: 
This one has 
come with 
no change 
except the 
badging 





Isuzu Panther: 
Pitted squarely 
against the 
Toyota Qualis, 
this MUV should 
be outin another £ 
quarter E 
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Keynote Speaker, Day 2 (22 March): 


Scott McNealy 
Chairman, President and CEO 
Sun Microsystems, Inc. 


Keynote Speakers, Day 1 (21 March): 


Stuart C. Wells 
Senior Vice President, 
Market Development 
Organization 

Sun Microsystems, Inc. 


Kiran Karnik 
President, NASSCOM. 


Registration Fee: RS. 1,500 








Survive the test 
of time 


Sun” Tech Days 2003 
A Developer:Gog 


March 21 - 22, 2003 

Bangalore, India d 
National Science Seminar Complex 
Indian Institute of Science 
Bangalore 560 012 


To survive in today’s fast paced world, you have to keep abreast 





SUN 


microsystems 


We make the net work. 





of the very latest technological 


developments. And at Sun™ Tech Days, you'll learn first-hand from Scott McNealy, one of the tech 
world's most brilliant minds, on what you need to know to stay ahead of the game in the 


developer's field. 


You'll also experience a unique global gathering of industry leaders representing cutting-edge systems | 


such as java" Web services, 


Java" 2 Enterprise Edition and the hottest software in between. 


Come and assimilate the latest trends, tools and technologies first-hand from industry insiders. | 


Network with individuals from a diverse range of high-level 


technology-based organizations. Listen to 


discourses by speakers on every topic you must know to stay ahead. In fact, every moment of this event 


has been designed with developers in mind. 


Be a part of Sun" Tech Days and never run the risk of getting obsolete again. 


Day 1 


| * Sun" ONE Core: Java" 2 Platform, Enterprise Edition (j2EE>) 
1.4 and Web Services 
* introduction to Java" 2 Platform, Micro Edition (IAME") 
| Development 
Advanced Features of |2EE" and Sun” ONE Application 
| Server: Security, Transaction and Persistence 


Day 2 





Java" and Web Services Discussion (BOF) 


* Sun” ONE Studio for Enterprise and Wireless Demonstration 


lava" Jacket and Refer-a-Friend Giveaway 

Enterprise Application Integration (EAI) and B2B Intearation 
under Sun” ONE 

Platform, Micro Editio: 


Java" 2 (JI2ME") Development Next 


Registration begins at 8 am each day. * Nokia Session: Nokia Vision for J|2ME* Generation 
"AP , . . "Un H veo ing Pr 3 n“ ONE 
Participants who arrive by 8 am will J2EE Discussion (BOF) Developing Portals with Sun" C NE 
f | * Security Discussion (BOF) * Motorola Demo: Java”, Handsets and More 
be entered into a lucky draw for a Palm | * Oracle Session: Persistence Architectures for Web Services * Using Java" to Build Robots that Can See, Hear and Speak 
m505! | and J2EE™ Applications * Programming Puzzles 


For enquiries please call: 

Ritesh Raj Gupta 

Delhi: Tel: 011-2577 1471 / 2577 6436 
Fax: 011-2577 1470 


Shashi Kumar 
Chennai: Tel: 044-5213 8765 / 5213 8766 
Fax: 044-2825 3408 


Prateek Kumar 
Mumbai: Tel: 022-2633 0648 / 2634 1086 
Fax: 022-2633 0643 


Nokia Session: Overview of MIDP Development and Nokia 
User Interface APIs 

Oracle Session: Incorporating |2EE* and Web Services Best 
Practices into Application Development 

Nokia Session: Nokia Tools and Service Development 
Code Camp: Core Java" XML APIs for Web Services 
In-Depth Session: Performance Tuning for the Sun^ ONE 
Environment 


Note: Full agenda will be given upon registration. The organiz 
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Code Camp: Sun" ONE Web Foundations: JavaServer Pages 
(ISP^)/Servlets Programming and Frameworks 

Development and Deployment Tips for Sun” ONE 

lava" 2 Platform, Standard Edition (J2SE™) 1.4.x 

Disruptive Technologies by Examples 

In-Depth Session: Sun” ONE End to-End Using |2ME" and J2EE" 
Code Camp: Sun" ONE End-to End Web Services Security 

Nine Cool Things about Solaris 9 and What a Developer Should 
Know about Sun and Linux 

Reliance Session 


to amend the program without prior notice 


GREAT OFFERS FOR ALL PARTICIPANTS 


Jeevanthy 

Hyderabad: Tel: 040-9628 962820 Win a Leather Java Jacket, Get a custom Bring a friend JAVA JAM QUIZ 

Fax: 040-321 0051 / 58 Palm Pilots, MP3 Player, shoulder bag filled to the Sun" Tech Days The first 100 teams to 
Sun T-Shirts or with exclusive and you register will be 

Anusha S. a complete library of Sun™ Tech Days could win a portable eligible to participate in 

Bangalore: Tel: 080-5115 4161 / 5115 4165 Sun Microsystems and sponsor-supplied MP3 player. our lucky draw. 

Fax: 080-525 2145 Press Books. items. 


Email: suntech2003@sercononline.com 


Register online at http://sun.co.in/events for the latest details and full agenda 
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Chipping 
at costs 


of sharp growth in the 

Indian cellular industry, 
two companies are now 
looking at assembling 
mobile handsets in India. 
Now that could drive 
prices down further. 

The companies are 
talking to Motorola to 
source its i200 and i250 
chipsets that were devel- 
oped in Bangalore. While 
the i200 is used in cheaper 
basic handsets, the i250 is 
used in the Motorola C330 
GPRS-enabled mobile 
phone. In fact, 10 far- 
eastern companies like 
China’s TCL and South 
Korea's Giga Telecom are 
manufacturing phones 
with the i250 chip. 

The big action in India 
is seen in the i200 phones 
as there is growing 
demand for cheap phones. 

But Motorola itself is 
not interested in manufac- 
turing handsets in India, 
says Adrian Nemcek, presi- 
dent and CEO, Motorola 
Global Telecom Solutions 
Sector. "Today, it (manufac- 
turing) is a commodity that 
can be handled out of the 
cheapest location. We are 
looking at intellectual capi- 
tal India offers." Bi 


ANUP JAYARAM 


; NDUCED by two years 


ENTERTAINMENT 


N November last year, 

when three NRI in- 

vestors launched a 

production company 

in association with 
Ram Gopal Verma, almost 
everybody focussed on the 
star director. However, the 
investors behind K Sera 
Sera — Ashok Gangwani, 
Raj Sital and Ashok Ash' 
Pamani — who run, 
among other businesses, 
Style Asia, a $200-million 
group that is into electronics, corporate gifts 
and so on — have some interesting ideas on 
film production. 

Take finance. If a small-time film produc- 
tion company tried to raise money, interest 
rates could range around 20-35% per annum. 
Even with a corporate structure and access to 
bank finance (of only up to 50% of the cost of 
the project), capital costs could work out to 8- 
1596 per annum. Sital, Pamani and Gangwani 
are borrowing from the US and East Asian 
markets instead at around 2- 4%. The idea is 
not new. Reliance, Bharti and dozens of In- 
dian corporates do the 
same thing. But it has 
never been used in the 
film business. 

Now look at star costs, 
usually 30-5096 of a film's 
total cost. Asking, say, an 
Ajay Devgan to cut his 
price for a share of the 
profits in their coming 
film Murder at Srikrishna 
Building can bring down 
costs substantially. 

The third element of 
cost, that of overseas dis- 
tribution, is reduced due to the office infra- 
structure that the three have strewn across 
the US and South-east Asia. In India, too, 
fixed costs are kept under control. So al- 
though more than 500 people are working on 
various projects currently, the company has 
just about 25 people on its rolls. 














Now factor in the scale. The plan is to in- 
vest Rs 50-odd crore over the next year or so 
on mass-producing films, telefilms, soaps, as 
well as hosting events. Their first film, Darna 


Mana Hai, will be released in May and three 


more will hit the theatres in India and abroad 
this year. Talks are on with a broadcasting 


| company for producing 12 telefilms. The first 


of them, Thakaan, a spoof on Lagaan, will be 
aired in April. The idea is to go to channels 
with 30-40 pilots covering all genres — game 
shows, thrillers, travel shows, et al. Eventually, 
most broadcasters would most likely pick a 
few. Sony already has — a thriller and six 
events of two episodes 
each. The first of the Bolly- 
wood Ke Superstar series 
was telecast in December 
2002. "Our strategy is size," 
says CEO Parag Sanghavi. 
Scale and low cost en- 
sure that "irrespective of a 
hit or a flop, everyone 
makes money’, says Sang- 
havi. Take the star-studded 
Darna Mana Hai. It was 
made for a little under Rs 5 
crore. The satellite (Rs 2 





(From top to bottom) CEO 
Parag Sanghavi, Ashok Pa- 
mani and Raj Sital: Time to 
let the cameras roll 


crore) and overseas 

(Rs 1.75 crore) rights have 
been sold at modest prices. 
Sanghavi says it will 
eventually gross about 

Rs 12 crore. “Ultimately, it 
is our ability of putting this 
whole business on an 
assembly line and doing it 
to a tight timeline that will ensure that every- 
one makes money," says Sital. At the end of 


| two years, Pamani expects revenues to touch 

| Rs 100 crore and a pre-tax profit of Rs 20 

| crore. The endgame, asserts Sital, is "returns 

| and valuation”. b 


VANITA KOHLI 
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We are extremely proud to inform you that Speed, our new generation petrol, 
has been conferred with the ICICI Bank — Overdrive . This 
recognition, just within a few months of the launch, is a testimonial of Speed delivering 
on its brand promise of hi-performance, better mileage and lower emission levels. We would 
like to sincerely thank you for your valued patronage and once again reassure you 
of our committed endeavour to provide you enhanced value and tota! satisfaction. 
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THE BUDGET 


> 
JASWANT SINGH pom 


‘Don’t take 
counsel of 


our fears’ 


IT had been two days since Union Fi- 
nance Minister Jaswant Singh had an- 
nounced his Budget in Parliament. When 
Businessworld consulting editor Tony 
Joseph and senior assistant editor Rajeev 
Dubey met him on Monday morning, he 
was in his first floor office in North Block 
getting ready to defend his proposals — 
like the urea price hike — in Parliament 
the following day. In the conversation 
with BW, Jaswant deftly fielded questions 
on Indias economic security, spoke exten- 
sively on the philosophy behind this 
year’s Budget and explained why he ig- 
nored critical parts of the Kelkar commit- 
tee recommendations. Excerpts. 


E Congratulations on your first 
Budget. The reactions so far seem 
to have been very positive. Did you 
expect this? 

When you formulate a Budget, it is un- 
wise to go about it with the audience's re- 
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action in mind. Every Budget has to have 
a philosophical foundation, an econom- 
ically viable architecture of action. I am 
not being arrogant. I’m not being eva- 
sive. I truly did not have as an input what 
kind of response it would meet with. 


ll Some of your critics might say 
that it is easy to please everyone if 
you are going to be as generous as 
you have been on tax decisions, 

and as liberal with the government 
expenditure as the Budget has 
been. How do you respond to that? 
My budget is about reining in expendi- 
ture. It has saved Rs 6,000-plus crore this 
year. I have raised revenues and I have 
not given concessions per se. I have read- 
dressed it as zaroori (necessary). There 
were taxes that were anomalies, so I 
brought them to a more rational level. 
Software by itself is not taxable, but em- 
bedded in a computer it is. That does not 





make sense. It is a continuous effort to 
rationalise. Forty-two forms... why 42? I 
have not even seen all those 42 forms. I 
simply told them I cannot have 42 forms 
and I am the finance minister. So they 
cut (the number) down to 22. I asked 
them, why 22? Why not just two? 


@ Would your Budget have been 
substantially different had there 
been no elections next year? 

No, my friend. Tell me one year in the last 
10 when there has not been an election. 
There is always some election or the 
other. So it is not what is commonly cal- 
led an election year Budget. Secondly, 
every budgetary exercise has to be a bal- 
anced mix of underlying philosophy of 
that particular economic thought, of so- 
cial, political and also international cir- 
cumstances. A finance minister does not 
have the luxury that economists or 
newspaper editors have... 


BUSINESSWORLD 17 MARCH 2003 


Pee 


ty pn | | 


s d. 


P 
| 
j 


-— 
Ban 





E You seem to be impatient with 
the carping of the economists, if I 
may say so. Are you? How serious is 
the budget deficit? 

No, itis a very valuable input that econo- 
mists give. I treat their caution as the 
counsel of economists. There's a truism: 
"Dont take the counsel of your fears." 
You cannot start with defeat in mind. 
You just cannot. This is a great country. 
The mindset of this country has to 
change. For too long we have thought 
only in terms of want and shortages. It is 
a very great country. The world has be- 
gun to recognise us for what we are. Why 
don't we recognise what we are? So, let us 
not talk India down. 


E In recent years, especially post- 
1991, Budgets have largely moved 
away from discretionary exemp- 
tions and special treatments. But if 
I look at this year’s Budget, I do see 
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a large number of exemptions. Each 
one may have its own justification 
— income tax exemption on royal- 
ties, for instance — but doesn’t all 
this signify a departure from the 
path we have been on? 

No, it does not. I consciously had to 
identify. I cannot give the leg up to every- 
body. So I identified sectors of manufac- 
turing and industrial activity which I feel 
are really unrecognised, poised for grow- 
th, suffering from some kind of neglect, 
have a potential for huge employment 
and earn returns fast. Take capital goods. 
I cannot give exemptions to all because | 
do not have that luxury. 

So what did I choose? I chose health. 
It has been, I believe, the most neglected 
sector for 50 years. I think the health in- 
surance scheme that we have proposed 
will revolutionise healthcare in India. 
The idea is to cover 50 lakh below- pover- 
ty-line families. Then, we have taken tex- 
tiles. Itis the oldest of our manufacturing 
industries. It is the largest employer. The 
multifibre arrangement (MFA) expires 
next year. We were the leaders of the tex- 
tile industry in the world. We have 
brought difficulties upon ourselves. 
Post-2004, or, post-MFA, do I want to let 
the textile sector get extinguished com- 
pletely? No. I must do what I can. 

I gave (incentives) to tourism. (There 
is) immediate employment. One tourist 
will benefit seven citizens from the time 
he lands at the airport or station to the 
time he takes a taxi. Gems and jewellery, 
a traditional craft, is a huge employer as 
it uses skilled craftsmanship. It provides 
enormous employment on the Western 
coast from Gujarat to Mumbai. So I must 
take care of it. Else, it will move away to 
Thailand or China. Then, I have got the 
three knowledge-based sectors where 
India has demonstrated its capability. 


E There are two problems here. 
One, the finance minister who 
follows you may not agree with 
your choice of sectors. Two, various 
studies have shown that incentives 
actually do not influence invest- 
ment decisions all that much — 
those decisions are taken on the 
basis of a whole range of factors, 
and incentives are just one of them. 
The budgetary approach seems to 
be that incentives will drive 
investments. I am sure each of 
those incentives will be applauded 
by each of those industries, but 
looking from a macro perspective, 
will this approach work? 

It is not just investment-driven incen- 
tives. There are incentives that are re- 
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moving existing difficulties of that par- 
ticular sector. Tourism expenditure tax 
(is) an absurdity. Whose expenditure is 
it? Mostly of Indians. It (the tax) was trea- 
tingtourism as some kind ofan elitist ac- 
tivity. It is not. (If you do not remove it.) 
we will do what we have done to gems 
and jewellery or textiles. So, it is not in- 
centive-driven. I have not really given in- 
centives. I have only removed the thorns. 


E There's a feeling that the'Kelkar 
committee recommendations have 
been effectively jettisoned. Except, 
of course, for simplification, which 
has been done in indirect taxes. But 
the essence of the recommenda- 
tions, which was to move towards a 
lower tax regime and remove exem- 
ptions, has been ignored. Worse, it 
would seem, from what you said, 
that it is unimplementable. Not 
just now. But in the future too. 

No. (There were) two reports — indirect 
and direct taxes. (Of) the indirect tax re- 
port, in segments, 90% has been imple- 
mented. In direct taxes, 9095 of adminis- 
trative reforms have been done. The 
system will not be able to absorb now, 
the direct tax rates recommended. 


E Are you saying that you do not 
see a way in which it can be done, 
not just now but in the future too? 

I am not saying that. I am saying I am 
building bridges. 


@ But what are the bridges? 

I have spoken ofa green channel regime, 
of simplification. It is nota destination. It 
Is a process. You continue to do it. 


E In your Budget speech, you used 
the word "radical" to describe Kel- 
kar's recommendations. Coming 
from a former foreign minister, 
"radical" could be interpreted as 
diplomats' code for impractical! 

No. It wasn't used in an ideological sense. 
It was used in the sense of the sweeping 
strength of the recommendations. 


@ We recently did a cover story that 
essentially looked at the inequali- 
ties of the direct system. The prob- 
lems are well-known. The solutions 
are also well-known. The ministry 
has been talking about computeri- 
sation and PAN. We have heard all 
these things for many years, from 
many finance ministers. But even 
the Railways have been able to 
move faster than the IT department 
on computerisation! Which 
suggests the problem is the will of 
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the ministry, not the ability. 

I have said that I am only nine months 
into this job. But I take on board what 
you are saying — that why delay it for so 
long? I recognise this delay. I am com- 
mitted to endeavour and rectify it. 


E You have, in your Budget speech, 
not done what earlier finance mi- 
nisters used to do — announce big 
reforms. You have not mentioned, 
say, labour reforms. Is that out of a 
belief that these tricky issues can- 
not be tackled in this public forum? 
Or, is it that you have given up? 

No. Nothing has been given up. But the 
question is that the time is finite. I had 
wanted to write a speech lasting 40-45 
minutes. Then my officers said that this 
is not mentioned and that is not men- 
tioned. If you want to mention this, this 
is going to be the observation. The ob- 





servation on labour falls in that category. 
Not that I am not interested. Not that the 
government is not doing things. Not that 
it is difficult and, therefore, I did not 
mention it. It is impossible to mention 
everything in the Budget. 


E Let me, for a moment, move 
away from the Budget. In your 
opinion, what is it that is stopping 
us from growing as fast as China? 
Even when we think big, we cannot 
seem to think bigger than 8%! 
Mindset. It is mindset. There is nothing 
else stopping us. It is just in the mind. 


E What can be done about it? 

What is key and what I am doing is say- 
ing have faith in yourself. Keep moving. 
And what the government has to do is to 
consistently bring in a message that it is 


not deregulation that you need, but de- 
bureaucratisation — of the mind as 
much as of systems. 


@ Because of the substantial thrust 
on infrastructure, expectations are 
up. But as you yourself said, the ac- 
tual money that is going in this year 
from the government is only about 
Rs 2,000 crore. They are very good 
initiatives the way that you have 
structured them. But in terms of ac- 
tual action, the expectations may 
bea stretch this year, right? 

No. You underestimate the preparation 
that has already gone into these ann- 
ouncements. They have not been made 
as announcements to start the process 
now. These have been made after suffi- 
cient examination of the ideas, prelimi- 
nary work, etc., have been completed. 





E Including private sector partici- 
pation? All these have been done? 
Not in terms of selecting who it will be. 
Otherwise, it would be public know- 
ledge. But other procedures, like for the 
two airports, preliminary work has been 
completed. Two seaports, done! (For) 
the two convention centres, a lot of the 
preliminary work has been done. 





E What's the difference between 
handling foreign affairs and finance? 
The spelling is different! 





E Are the pressures different? 

Yes, the pressures, too. I am most grate- 
ful to the prime minister because I now 
have direct experience of three critical 


ministries (defence, foreign affairs and | 


finance). It is a remarkable learning ex- 
perience. Defence has been an area of 
lifelong interest. I started my life as a sol- 
dier. I have some interest. Similarly, in 
foreign affairs, though I did not start in 
the foreign service — it is not necessary. 


Generally, the finance ministry goes to | 
| W Finally, public perception is that th: 


an economist. I am not an economist. 


ll Economic growth is a national 
security issue. Is it critical that the 
nation sees it as such? 

We speak of national security as a mili- 
tary factor alone. I do not agree. National 
security is a complex web, an amalgam. 
Energy security and food security are in- 
tegral to it. I have addressed all these. 


W Is there a way that the nation can see 
it as a national security issue as well? It 
is fairly clear there can be no military 
solution to the problem we have with 
our western neighbour. The only solu- 
tion we can have is a fast-growing eco- 














nomy. But I do not think there is that 
political realisation yet. Is there a way 
that much faster growth can be seen as 
a matter of national security? 

I think Delhi is recognising this... thoug] 
some issues do get kicked around as po 
litical orphans and then populism be 
comes the current... But now, some citi 
zens of state governments have als 
begun to recognise this great advantag 
in economic growth and reforms. Ther 
is akind of an unstated competition th: 
has begun. I must give you an exampl 
There are these self-help groups. Nabar 
promoted a Rs 600-crore micro-financ 
ing system for them. Just two states, Te 
mil Nadu and Andhra Pradesh, have ap 
propriated 9096 of this. That's why I ar 
exhorting the states to wake up. 


B Why did you decide not to meet the 
media or delegations of business asso 
ciations in the run-up to the Budget? 

I can meet the media only when I hav 
something to say. (As for) delegations, 
is management of time. I opened out th 
whole thing with my email address, m 
postal address. (I said), write to me. I ir 
vited almost 170 people to give me the 
ideas. Much more than I would hav 
been able to do with delegations. I ir 
vited people to correspond with me. It : 
not that I did not want to meet people. 


ll Do you expect this Budget to face 
problems in the Parliament? 

I cannot say it will not face any prob 
lems. There will be discussion — Parlia 
ment is for discussion and discourse. 


li But you have given them no oppor- 
tunity. The fertiliser price hike is min- 


| or. Even if it is rolled back, it will have 


little impact on the Budget. 

Let us see. It will not. But where is the fei 
tiliser subsidy going? Is it going to th 
farmer or to the fertiliser company? 


Kelkar report will have a negative im- 
pact on the middle-class taxpayer. But 
the report itself is clear that it will hav 
no negative impact on the honest tax- 
payer. Despite this, there has been no 
attempt to correct this impression. 

The finance ministry tried. The Presid 
ent's address has references to it. I re 
ferred to itin my speech. I think this i 
the first time that we put any report ov 
for public discussion. (In the past) w 
had really not used the idea of discussin 
policy in public for implementation. 


W That is, of course, true. And a very 
positive step. Thank you. 
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HE first thought when I picked up a copy of finance 
minister Jaswant Singh's Budget speech was one of 
jubilation. No Part A, no Part B; just a 33-page docu- 
ment — where all policies related to a given sector 
were arranged together instead of being scattered 
across two different booklets. The other thing that caught 
my attention was excellent English. Sentences were written 
in a simple manner; there was a certain elegance in the use 
of words and phrases and, occasionally there were para- 
graphs of pure linguistic pleasure. 

Enough said about style and language. Time for eco- 
nomics now. Singh claims that this Budget is of an "India 
thatis on the move". Is this a fact, especially after the Central 
Statistical Organisation's (CSO) estimates of 2002-03 GDP 
(gross domestic product) growth of only 4.496? 

Let's look at the 2002-03 numbers. Industrial sector 
growth is expected to be 6.1% and services sector growth 
7.3%. It’s pretty certain that the former will eventually end 








<> omKAR GOSWAMI ON 


A chatur 
p Te 


payers, and fiscal consolidation. This article is hardly the 
place to list each of them. But it is important to answer a 
criticism that I heard frequently on Budget Day: "What kind 
ofinfrastructure thrust is this, where the government is say- 
ing that it has Rs 60,000 crore for the sector, but is spending 


. no more than Rs 3,000 crore?" 


This question harks back to the regime where infrastruc- 
ture had to be financed exclusively out of public funds. This 


| isnot—and must not be — the case today. Consider the Na- 


tional Rail Vikas Yojna worth Rs 8,000 crore, which is sup- 
posed to take up projects along the Golden Quadrilateral. 
This will be funded through a special purpose vehicle, 
where government will contribute Rs 3,000 crore of equity, 
while Rs 5,000 crore will be funded through market debt. 


. The debt will be repaid by claims on a part of the railway's 


up clocking 6.5%, while services will touch around 7.5%. — 
Given their sector weights of 0.26 and 0.5, respectively, in- — 
dustry and services together will contribute 5.496 to GDP © 


growth. The point to note is that India has reached a stage 
where 76% of the economy can deliver almost 5.5% growth. 

The drought has damaged the prospects for agriculture 
. in 2002-03. But I dont believe that agricultural growth has 


plunged to -3.1% — for that is what is needed for GDP | 
growth to be as low as 4.4%. My sense is that we are looking : 


at a -2% growth in agriculture, and that when CSO releases 
its final estimates, we will see 5% GDP growth. 

There is every reason to believe that the industrial and 
services sector will, at the very least, replicate the growth 
rates for 2003-04. And if agriculture gets back to its trend 


rate of growth of 2%, it will imply a 496 growth in agriculture © 


over 2002-03. That will push GDP growth to 6.4% — a 


growth rate for a continental-sized economy that will be - 


surpassed only by China. This is Jaswant Singh's growth tar- 
get for 2003-04. If we add to this moderate WPI inflation (av- 
eraging 3.6% for 2002-03), almost $76 billion of foreign ex- 
change reserves, a fairly competitive exchange rate regime, 
export growth and soft nominal interest rates, we can safely 
conclude that India is poised for higher growth. 

Some of the ingredients for this growth are sought to be 
supplied in the Budget. Among other things, the menu con- 
sists of infrastructure, imparting "animal spirits" by giving 
incentives to industry, capital markets and individual tax- 





receipts. This is the kind of structuring that we will see in 
much of physical infrastructure, coupled with public-pri- 
vate partnerships. 

Jaswant Singh has also delivered a fairly comprehensive 
package for industry — ranging from sectorwise duty ratio- 
nalisations to general measures for promoting investment. 
Textiles, tourism and healthcare have been earmarked for 
special treatment on the ground that all three sectors have 
the potential to generate much greater output and employ- 
ment. The Budget also addresses the concerns of industries 
like information technology, telecom and biotechnology. 
Benefits already available to sectors such as information 
technology under Section 10A and 10B have been retained 
— much to the relief of the players. And since the govern- 
ment did not accept the Kelkar Task Force recommenda- 
tion on indefinite carry forward of business losses and un- 
absorbed depreciation, it found it fit to retain the benefits 
under Sections 801A and 80IB. 

Other important elements ofthe enabling, "animal spir- 
its" approach to lifting Indian industry are located in the 
capital market. All listed equities have been exempted from 
long-term capital gains tax and dividends have been made 
tax-free in the hands ofthe investors. While domestic com- 
panies and mutual funds will pay a dividend distribution 
tax of 12.5% — thus reverting to status quo ante with a bit 
more sting than before — equity-oriented mutual funds 
have been exempted from this tax for one more year. These 
measures, together with a one percentage point reduction 
in the interest rate on public provident funds, should en- 


. courage risk capital. 
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reform of the tax administration and swapping of state. 
overnment debts worth Rs 1,00,000 crore — the changes in 
irect and indirect tax rates don't create great revenue ef- | 








T ects. The Budgets direct tax proposals will result in an esti- . 


. mated revenue loss of Rs 2,955 crore, while indirect tax re- 
















to somehow reimpose caps on these key deficit ratios. 
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Nhile there are moves towards fiscal reforms — includ- | 


. forms will bring about a gain of Rs 3,294 crore — a net- 
. revenue gain of merely Rs 339 crore. Moreover, a key ele- | 
ment of fiscal reform — the Fiscal Responsibility Bill —is | 
missing. The Bill is still with the Consultative Committee of | 
Parliament, which has removed the caps on fiscal deficit, 
evenue deficit and public debt — so as to render the Bill 
oothless. Jaswant Singh has to use his political adroitness | 

i _ some areas of infrastructure; and he has outlined an inte- — 
-. That brings me to the fiscal deficit. In the final analysis, : : 
the question on everybody's mind is why has the finance © 
minister not tried harder to reduce the deficit? Not only has 
the fiscal deficit for 2002-03 been revised to 5.9% of GDB ex- | 
ceeding the Budget projection by 0.6 percentage points, but _ 
the target for 2003-04 has been set at 5.6%. In the last five | 
years, fiscal deficit has never been less than 5.4% of GDP. - 
And this mounting deficit has increased public debt and net | 















liabilities of the Central government to alarming levels. The 
total public debt of the Centre has risen from 29.7% of the 
GDP in 1998-99 to 44.4% in 2002-03; net liabilities of the 
Central government have burgeoned from 5 1.2% to 63.3%. 
With further deficits, these are set to rise in 2003 -04. Theas- 


sumption seems to be that if we grow at 7% or so, we can - 
deal with such deficits. It is a dangerous assumption. One . 
wobble, and there will be trouble. 3 

"Clever' is a word that is sometimes used disparagingy. — 
‘Chatur neveris. The overwhelming sense that I have is that = 
this is a‘chatur’ Budget. Singh has given concessions to sev- o 
eral sections of society and business; he has belied thefears |. — 
regarding Kelkar's direct tax proposals; he has focussedon ` 


grated vision of accelerated economic growth. Everyone — 
seems to be reasonably happy. Hardly anyone is re ally mad. 
And it has been executed at a low cost. ee 

Itsa'chatur Budget forit cut the coat with meagre cloth 
and made the customer feel that he was being dressed likea 
king. Thats realpolitik. — p P 


The author is chief economist, Confederation of Indian Industry. Uem 
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HIS year's Budget is pragmatic. It has a broad consis- 
tency and does not tinker with previous Budget poli- 
cies — a common practice in the past. The basic 
theme seems to be to depict an India that is slowly, 
but surely on the move despite four problems: do- 
mestic politics, financial constraints, a cloudy global geo- 
political situation and poor agricultural growth. The em- 
phasis is on progressive reforms in government policy, 
boosting infrastructure development — mainly roads and 
ports — as well as further streamlining of indirect taxes. 

But the governments fiscal deficit presents a problem. 
The deficit which was projected at 5.3% of the GDP (gross 
domestic product) for the year has been revised to 5.9% of 
GDP while next year's projection has been revised to 5.6% 
of GDP This highlights the government's continuing bur- 
den of subsidies and the high interest outgo on govern- 
ment debt. Given the high global oil prices, the pressure 
on the fiscal deficit is likely to remain. India must look 
forward to the day when the Budget runs a surplus due to 
cuts in spending and ongoing privatisation! 

The cut in custorns and excise duties will help raise 
consumption levels. Introduction of a VAT (value-added 
tax)-based tax system across all the states will streamline 
the sale of goods and services throughout India. It will 
improve tax collections and will probably cut corruption. 

There is good news for domestic equity markets since 
taxes on dividends for individuals have been abolished, 
though the 12.5% dividend distribution tax for corporates 
and mutual funds remains. In fact, dividend tax should be 
abolished entirely as it would help orient companies 
towards the needs of shareholders. The equity market has 
also been helped by the abolishment of long-term capital 
gains. This will encourage longer-term investments. 

The plan to reduce rates on small savings schemes by 
100 basis points should exert downward pressure on 
deposit rates throughout the banking system. Measures 
have also been recommended to monetise high-coupon 
government bonds held by public sector banks at current 
rates. The gains realised from these measures would not 
be subject to taxes if they were specifically used towards 
setting off non-productive assets (NPAs). This should help 
in cleaning up the balance-sheets of public sector banks. 
The hike in the foreign direct investment (FDD limit for 
private banks from 49% to 74% will help increase their 
presence in India. Also, the restriction of 1096 voting rights 


| 


for foreigners in private banks has been removed. All these 
measures will result in greater inflows — not only of 


. money, but also of knowhow. 


Over the next 12 months, two issues would be of great 


_ significance. One, the state elections will have a bearing 


on the composition of the ruling NDA alliance. This might 
have a bearing on the momentum of the reform process. 
Two, the crisis in Iraq and its eventual outcome is likely to 
sustain the market's volatility. High oil prices are also likely 
to have an inflationary impact, which will further effect 
government finances. The poor agriculture output has 
also added to the pressures on the economy. 

The progress of certain structural reforms and the 
disinvestment programme has shown that the govern- 


mentis moving in the right direction. As a result, large 





government-run companies will feel the need to improve 
their operations and credibility. 

In essence, the Budget has continued some of this 
good work in a tough macro-environment. Private Indian 


companies are leaner and stronger following internal 
. rationalisation. The low interest rate environment has 
_ helped. The balancesheets of many companies have 


improved. This has been characterised by declining debt, 


|. focussed capital expenditure and stronger free cash flows. 
. More world-class Indian companies should evolve now. 


| Many manufacturing companies have realised that there 
| is a big global opportunity in terms of alliances and 


exports of goods and services. There will be further 

expansion in IT-enabled services as global companies 

have recognised the potential of Indias manpower. 
Multinationals are increasingly using their India 


_ operations as global sourcing bases for goods and human 





resources. Further measures are needed to boost the flow 


` of capital and raise FDI. Capital market reforms should 


also move in tandem; a more transparent takeover law 


that would boost consolidation in many industries. The 


acceleration of this process will let Indian companies 
benchmark themselves with the best in the world. 
The current benign interest rate environment should 


| also help consumers in India who are under-leveraged by 


| 


global standards. Coupled with measures in the recent 
Budget to reduce indirect taxes, it will go a long way 
towards supporting consumption-led demand growth. 


MEN ete he REM re se 
The author is president (emerging markets), Franklin Templeton. 
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Colgate-Palmolive Transocean 


Wipro Spectramind Samsung Engineering 


Prudential Schulte 
Nestlé EIf Lubricants 
Mentorix P&O Nediloyd 
Sony Films Owens Corning 
General Mills FedEx 
Jet Airways ratiopharm 


Epicenter 


Blue Star Infotech... 


One Vision. One Mission. One Adaress. 





Hiranandani Business Park 


Powai, Mumbai. 


Keen customer focus, an ability to look into future 
demands, right balance between functionality and 
variability have made Hiranandani Business Park the 
most preferred business destination of Mumbai. 
No wonder, top fifty of Fortune 500 companies, 
the largest of MNCs are part of the 75 corporates who 
share this address in common. Their goal is to grow, as 
our goal is to give them a conducive work environment 
to achieve this growth. The reason why clients from 
diverse industry segments like FMCG, Engineering, 


Shipping, Pharma, IT & ITES find Hiranandani Business 





Park a perfect solution for their needs. 


Infrastructure: 


Easy Accessibility: World of conveniences 


e Proximity to International, Domestic e Dual-feed power supply from TATA & available in the Business Park: 
Airport & Highways * Easily accessible BSES e Fiber optic cable backbone ¢6 banks & ATMs e RODAS - an Ecotel 
by Rail & Road * Major growth centers in e Digital exchange in the vicinity Large hotel e 24-hr. coffee shop * Multi - 
the vicinity like SEEPZ & MIDC e 8 five- floor plates - upto 30,000 sa. ft., per floor. Speciality hospital (Under Construction) 
star hotels. e Residential leasing options available. 


Over 1 million sq. ft. of Commercial Property already developed. 


Offices available on lease / outright basis. Area 1000 to 2,50,000 sq. ft. 





Jlympia, Central Avenue, Hiranandani Business Park, Powai, Mumbai - 400 076. 
--mail: pathare.ashutosh Q hiranandani.net « website: www.hiranandani.com 

el. : 2576 6734 / 45 * Fax : 2570 6444 

\shutosh : 9821054714 * Anil : 9820235991 
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JSINESS STEEL PORTALS 


RADHIKA DHAWAN 


N January this year, steel industry 

e-marketplace MetalJunction (MJ) 

totted up 48,000 tonnes in steel trad- 

ing volumes. In the process, e-mar- 

ketplaces in the steel industry have 
become the most successful among in- 
dustry portals in India. Here's a quick 
fact: the almost 70,000 tonnes of steel 
being traded on the Web every month 
now accounts for 3096 of the total sec- 
ondary steel trading in the country. 

At the same time, the sector is also 
witnessing a battle royale between the 
two emerging leaders — MJ, which is 
backed by Tata Steel and the Steel Au- 
thority of India (SAIL), and SteelRX, an 
independent portal funded by the Ma- 
harashtra-based Saraf family. It seems to | 





Can rival steel portals 


MetalJunction and SteelRX 
coexist in a single market? 





Netting 


More Stee 


SteelRX's Suri 
feels companies 
prefer a neutral 
business model 
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be an unequal battle though. MJ's team 
is twice as large as SteelRX’s and its in- 
vestment 10 times more. Also, MJ has 
poached two people from SteelRX with 
significantly higher salaries. 

The competition is not restricted to 
employees alone. SteelRX's main client 
is the Ispat group. SAIL used to bea 
client till MJ came along. So to get back 
some business from SAIL, SteelRX has 
pitched its transaction costs lower than 
MJ's 2%. Meanwhile, MJ is trying to wean 
away some of Ispat's business from 
SteelRX. Says MJ CEO V. Oberoi: "Ispat 
would be keen to do business with this 
portal because of access to the data- 
bases of SAIL and Tata Steel." 

MJ’s monthly traded volumes of 
48,000 tonnes come mainly from owner 
Tata Steel. On the other hand, SteelRX 

has no backing by a steel com- 


pany and averages 12,000 
tonnes per month. 
Who's going to be the even- 


tual winner? Some believe that 
SteelRX's business model, based 
on total neutrality, will lead to its 
downfall. The argument is that 
B2B marketplaces need com- 
mitted volumes from a large 
player to build critical mass. So 
an equity stake holding by a 
steel company helps. A majority 
of global marketplaces follow 
this business model. One exam- 
ple is Covisint, an auto exchange 
backed by the Big Three in the 
US. In fact, one reason SteelRX 
didn't get any venture funding 
was because investors had no 
faith in the neutral e-market- 
place model. 

On the other hand, the crit- 
ics of the MJ model argue that 
competitors do not feel com- 
fortable co-existing in a single 
e-marketplace. Argues Steel RX 
head Y.PS. Suri: "Today we have 
competing organisations who 
use our services with complete 
faith in our independence. It's 
the reason we have got this far." 

SteelRX is playing on this 
very point to make the pitch for 
the SAIL account. The fact that 
both SAIL and Tata Steel are 
competitors is, apparently, cre- 
ating some unease in the al- 
liance (incidentally, five execu- 
tives in MJ are from Tata Steel 
and just one from SAIL). Yet, if 
volumes really take off, then it 
need not be a question of one 
swallowing the other; MJ and 
SteelRX may co-exist. J 








Patriarch 


What next for MRF after 
Mammen Mappillai* 


entrepreneur and an achiever. But 

the one thing for which the Indian 
industry will respect Mammen Mappil- 
lai the most is his competitive spirit. 

First, there were the fierce price wars 
with Dunlop and Ceat in 1975-77 and 
again in 1983-85. Then again he steered 
MRF through a crucial phase post-1995, 
when the company’s collaboration with 
Michelin ended. With the demise of the 
81-year-old chairman and managing di- 
rector in Chennai last Sunday, it seems 
as though the Indian tyre industry has 
lost its flag bearer in the battle against in- 
ternational manufacturers. 

Mappillai’s saga started in 1946 ina 
ramshackle shed in Thiruvottiyur, Che- 
nnai, where the 24-year-old started 
manufacturing balloons. Starting with a 
capital of Rs 10,000, he worked with his 
wife Kunjamma in the shed and also 
pounded the markets, fighting to sell his 
balloons despite competition from che- 
ap Japanese imports. Then he started 
producing tread rubber. Here, too, he 
had to fight price wars before MRF be- 
came a tyre producer in the mid-60s. 

Vice-chairman Vinoo Mammen is 
expected to take charge of the Rs 2,233- 
crore MRE after his father's death. MRF’s 
profits had been on a decline, falling 
from Rs 98.7 crore in 1999 to Rs 31.74 
crore in 2001. But they doubled to 
Rs 78.46 crore in 2002. The first thing Vi- 
noo Mammen will have to ensure is that 
this turnaround is sustained. f 


M. ANAND 


H E was a dreamer and a doer, a driven 
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Surprisingly simple solutions 
to help your business do be 








When you do the right thing at the right time and in the right manner, getting 


unprecedented returns from your business becomes surprisingly simple. 


In fact, this is what we specialize in. Helping you adopt a structured approach to. 


galvanize your business through latest management practices, technologies and 
system innovations. 


We'll help you master the art of leaving the competition behind. 


9 Productivity Measurement € HRD 
9 Environmental Management e Quality Management 
® Technology Management @ Energy Management 
® Process Management ® And much more... 





National Productivity Council 


FOR TOTAL SOLUTIONS 

Productivity House, Lodhi Road, New Delhi-1 10 003 
Ph. 24647079, 24643778, 24690331.2.3 Fax: 24615002 
e-mail: npc(QrenO2.nic.in website: www..npcindia.org 
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VIDYA VISWANATHAN 


Today Indi 

0 ay n ld, 8:45 a.m.: Infosys Technologies campus, Banga- 
lore. N.R. N Murthy has already been in of- 

| to In 0 n n OW th p fice for vier im Bur S. Krishna oma iit 


cipal secretary, infrastructure development, Karna- 


world. Narayana iuuenem emend 


airport going in Bangalore. A lot of work has already 


a ü , i . 
Murthy is remaking emere 


` ! ject involves a subsidy. Murthy tries out various so- 

h If () th D lutions: “We don't mind going through a standing 
| m S P a n p JO committee... perhaps we should get our lawyer to 

i type out the draft document...” then he decides to 
W ith th (3 | n f 0 S S call finance minister Jaswant Singh at home. Singh 
y can't take Murthy's call because he is getting ready 

to leave for North Block. But he calls back soon 


chief mentor _— t 
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Thirty minutes in the life of an unlikely power 
player. This February, Businessworld spent a day 
with Murthy, sat in at all his meetings — the prover- 
bial fly on the wall. The idea was to see Murthy at 
work. But what emerged were glimpses of Murthy 
reinventing himself. For 20-odd years, he has been 
busy building Infosys Technologies. Today, it is a 
recognised Indian IT services company. Sometime 
last year, he appointed co-founder Nandan 
Nilekani as CEO of Infosys and redesignated him- 
self as chief mentor. While this designation broadly 
describes his job in Infosys, it is not obvious that 
Murthy is on another mission these days — to posi- 
tion Infosys as a globally-recognised IT company in 
the same league as an IBM, an Accenture oran EDS. 
It is a critical mission. Infosys needs to make this 
next big leap into the global arena because its global 
counterparts now want to emulate India’s low-cost 
software delivery model. To sustain its growth rates, 
Infosys will have to be seen as an equal — perhaps 
more than equal — of its MNC counterparts. 

“Once you learn to hold the brush, you see if you 
can paint on a small canvas. Then you move on to a 
bigger canvas," says Murthy. To do that, Infosys 
needs a brand ambassador who is as good or better 
at networking globally than any Fortune 500 CEO. 

Slightly built, bespectacled, mostly unassum- 
ing, Murthy, the champion of middle class values, 
does not exude raw power. But make no mistake, 
there are few who can move bureaucratic moun- 
tains as well as he can. Those who know him say his 
métier lies in making the system deliver what he 
wants. In India, he manages that smartly. The chal- 
lenge is to do so globally. Infosys will then obviously 
benefit. And indications are Murthy is already slip- 
pinginto the routine, bit by bit, through attention to 
every little D-E-T-A-I-L. 

10:00 a.m.: By now, Murthy is on his third meeting 
ofthe day. It isan important one. Infosysis hostinga 


N.R. NARAYANA MURTHY 





banking seminar in Thailand. The Thai premier has 
promised to be there. Murthy is meticulously plan- 
ning the conference. It is an opportunity to see 
Murthy use his fabled skills. (Post facto, we also see 
how effective he is.) 

Murthy is with the head of his banking business 
unit, Girish Vaidya. "When will I be speaking?" he 
asks. "After prime minister Thaksin Shinawatra," 
replies Girish. "If the prime minister leaves after his 
speech, we will have the coffee break then. That Way 
I can see him off. Otherwise, we will have the coffee 
break after my speech." "Are we taking Kavitha?" 
(Kavitha works for Infosys in Bangalore. The com- 
pany does so many shows that it has an in-house 
compere.) Murthy then gets into the details of what 
Kavitha should wear ("The Thai would be more 
comfortable with Western wear"), the menu (“Ide- 
ally Italian"). The parting gifts are iPODs. (Read: no 
handicraft.) Could his team also make sure it uses 
the Infosys video with Shinawatra in it? 

(On 3 March, Shinawatra appointed Murthy as 

his advisor in IT matters in the same Bangkok con- 
ference! How will that help him? Well, he spoke in the 
conference about using technology in Thailand's 
rapidly-modernising banking sector. And it is no co- 
incidence that Infosys' thrust area is now Finacle, a 
banking software product.) 
11:00 a.m.: It seems to be a day for the Thais. A 10- 
member Thai delegation is welcomed into his con- 
ference room. It includes the Thai trade representa- 
tive Prachaub Chaiyasan and advisor to the prime 
minister Krirk-Krai Jirapaet, among others. The 
nitty-gritty man slips into the role of a statesman 
with practised ease. The act is a delicate balance be- 
tween playing diplomat and playing businessman 
— building ties and positioning Infosys. 

"Thailand has focused policies. It is a good bal- 
ance between rural and urban development. It is a 
good model for India. We have a lot to learn... we 
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9:30-10:00 a.m. 
Video conference 
with IIT-Kanpur 
director Sanjay 
Dhande 

Murthy has 
donated Rs 8. | 
crore to the 
institute. Dhande 
plans to use the 
money to make 
the hostel mess 
world-class — all 
stainless steel, 
gleaming and 
hygienic. He 
wants to know if 
that is okay with 
Murthy. It is. 
Next on the 
agenda: to create 
a research base 
in the IIT, 
Dhande is setting 
up a foundation 
that will fund 
researchers at 
IIT-Kanpur. They 
can then work 
with any 
professor in the 
world or attend 
conferences 
across the globe 








10:00-10:15 a.m. 
With Girish Vaidya 
and his team at 
Infosys’ banking 
business division. 
Murthy goes 
over the details 
of a banking 
conference 
Infosys is 
organising in 
Bangkok. It is an 
exercise in 
meticulousness. 
What should the 
company’s 
Indian compere 
wear? “The Thai 
would be more 
comfortable with 
Western wear.” 
What will be the 
menu? “Ideally 
Italian.” What 
are the gifts? 
“iPods.” There is 
more, “If the 
(Thai) prime 
minister leaves 
after his speech, 
we will have the 
coffee break 
then. That way, | 
can see him off. 
Otherwise, we 
will have the 
coffee break 
after my 


speech.” 
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have been judged the best managed company and 
the best employer out of 100,000 unlisted companies 
(including MNCs) and 6,500 listed companies... We 
are a good example in emerging markets such as 
ours. If you have good corporate governance and are 
ethically run, you can make it... Infosys’ turnover is 
$740 million, that is 30 billion bahts, and profit is 
$196 million or 8 billion bahts... a country or a com- 
pany is as good as its leader... in my opinion Thai 
people are the friendliest, we welcome you." 

Like Voltaire, the French philosopher he often 
quotes, Murthy uses a light touch, even for hardsell. 
By the end of the meeting, he has managed to get 
the Infosys Leadership Institute invited to Thailand 
to conduct a program there. A.G. Panduranga, 
Murthy’s assistant will handle the details. 

Asia is beginning to perceive Murthy differently. 
For the deft image-builder, some pieces are falling 
into place now. Hear Shiew Man Hon, the co-foun- 
der and COO of eWarna.com, a Malaysian start-up 
that won an entrepreneurship award at the Multi- 
media Super Corridor (MSC) in Malaysia. While ac- 
cepting the award, Hon said that his partner and he 
had the opportunity to present and discuss their 
technology with the Infosys chairman. Murthy was 
one of the mentors under the ‘Icons of Industry 
Mentoring Programme’ conducted by the MSC. 

Again, the Singapore website has prime minis- 





ter Goh Chok Tong speech on national rally day. 
And no guesses for who is mentioned prominently. 
Tong says that when Murthy called on George Yeo 
(the trade and industries minister), he advised that 
Singapore should position itself as a major disaster 
recovery centre for Indian software companies. On 
the Asian stage, Murthy is on a roll. One day he ad- 
vises the Singapore government; on another he tells 
the Sri Lankan prime minister, Ranil Wick- 
remesinghe, that at the current pace of change it, 
too, will become like Singapore soon. 

Murthy seems a natural. But he was discovered 
quite by accident. In 1992, the founding team at In- 
fosys intensely debated whether it would be benefi- 
cial for the company to start looking outward. 
Should Murthy spend more time at Nasscom in- 
stead of concentrating on Infosys? Soon the answer 
became obvious. And the Natural was found. 

All this comes at a cost — a gruelling schedule. 
Look at his diary in March. 3 March: Bangkok; 4 
March: Singapore; 5-7 March: Vietnam; 8 March: 
Bangalore; 10 March: Chile; and so on. Besides 
these countries, Murthy has also been to the US, 
Switzerland, Romania, France and Germany in the 
first three months of 2003 alone. Panduranga says 
that his diary is booked till October 2003. This year, 
he has six speaking engagements in India and seven 
abroad. They include a convocation speech at the 





MAGAZINE OF THE NEW ECONOMY E BUSINESSWORLD 17 MARCH 2003 


Asian Institute of Management (Manila), the India 
Innovation Workshop at Harvard, a CeBit Confer- 
ence in New York, and the World Economic Forum's 
China summit, at which he will be the co-chairman. 
12:00 p.m.: Despite all this globetrotting, Murthy 
has not forgotten one of his old recipes for success 
— influencing the opinion-makers, analysts and 
the press. Murthy is with S. Krishnan, an analyst 
with Goldman Sachs, New York. (Krishnan is new— 
he gets his first lessons from the master himself.) 
“What is the challenge for Infosys now?" he asks. 

"Our aspirations are to get into IT consulting," 
answers Murthy. Then he pops a surprise. "Adapt 
the global delivery model to consulting. Split tasks 
onsite and offshore." Can that really be done? In 
software, teams work across oceans. And if technol- 
ogy can be used, perhaps a lot of the consulting in- 
terviews, too, can be done remotely. 

But that's not Infosys' only challenge, it has oth- 
ers too. It has to break out of the image ofa software 
factory from India. Today, itis tough for the com- 
pany to go to the US and pit itself as a consultant 
against, say, an Accenture. But in Asia, Infosys can 
perhaps position itself as a consultant. If Murthy 
the statesman' can convince Asia that he can talk 
big-picture strategy to Asian governments, then, 
perhaps, it will be easier for Asian companies to ac- 
cept Infosys as a consultant. First it was the Indian 
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canvas. Now it is Asia. Next... 

Besides that, another challenge is to keep grow- 
ing and reduce risk of dependence on one country. 
Look at MNCs like Microsoft and Intel. They look 
years ahead and play technology evangelists to em- 
erging markets. Murthy is trying something like 
that. Take his three days at Hanoi, where he at- 
tended a conference on Opening Markets and 
Continuing Growth: Vietnam and the Asian Econ- 
omy. Also schmoozing at the conference were the 
prime minister of Vietnam, ministers from Japan, 
the European Union, Indonesia and Lao PD. The 
editor of The Asian Wall Street Journal was there too. 
50 were country heads of companies like General 
Motors and LG Electronics. 

Murthy wants CEOs across the world to be fa- 
miliar with the Infosys name. For that to happen, he 
will have to do some aggressive networking and he 
is not shy about it. He ison the advisory board of La- 
farge. This February, when Murthy went to Paris, 
his friend, the Lafarge chief executive, invited him 
home for dinner. The shrewd Murthy asked for a 
favour. Could his friend also invite other French 
CEOS, say 13 or 14 of them? His friend obliged. (To 
reach businessmen in neighbouring Germany, he 
did not have to plot. The Gonfederation of Indian 
Industry invited him to lead a business delegation 
to that country.) 
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Quality review 

of a software 
development project 
Narayana 
Murthy reviews 
the progress 
with Aijaz 
Ahmed and 
Ishwar Hallali. 
The project is 
being executed 
for a client in 
China. It has 
everything going 
for it — a new 
technology in 
telecom, no cost 
overruns, 
whopping 
margins and 
gallons of cultural 
diversity in the 
project team. Is 
this the Infosys 
that Murthy 
wants to project 
to the world? 








Addressing a Thai 
Board of Trade 
delegation. 
Narayana 
Murthy, the 
statesman. 
“Thailand has 
focussed policies. 
It has struck a 
good balance 
between rural 
and urban 
development. It 
is a good model 
for India. We 
have a lot to 
learn... a country 
or a company is 
as good as its 
leader... in my 
opinion, Thai 
people are the 
friendliest, we 
welcome you." 








Murthy has made other master moves a5 well. 

Take the Wharton-Infosys award for companies 
that use technology to transform business. The first 
award was announced in 2002 and went to Green 
Point Mortgage, an American company. Itis easy to 
imagine what an award like this can do for Infosys' 
image. Moreover, technology strategies of large 
companies will also find their way to Infosys. That is 
a kicker as the company will gain an inside track on 
the technology spends of companies. “I actually 
wanted to do it with Wharton and BusinessWeek. 
We could have got some publicity too. But Business- 
Week did not want to go with any one company," 
chuckles Murthy. He is obviously pleased with his 
own piece of work. 
12:30 p.m.: Even while the overall image of Infosys 
is being crafted, Murthy has to convince the world 
analyst community that the Indian software indus- 
try has a sustainable business model. Krishnans in- 
duction continues. Murthy needs to convince Kr- 
ishnan and others like him that the industry here 
can keep its margins and not let them drop to the 
level of their global counterparts. 

The need for Infosys as it grows larger is to con- 
tain its general and administration expenses while 
continuing to invest in research — the SET labs 
(these work on future technologies and business 
methodologies), funding educational research, the 
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leadership institute, the domain competency 
group (this creates expertise in application areas 
like manufacturing and retail) and so on. 

"We have to transform into a Boeing 747 even 
while flying over the Atlantic. We can't land. Theres 
only water below,” says Murthy. 

He also addresses the immediate concerns of 
the global analyst fraternity — the weak demand for 
IT. “The days when you could walk in with mumbo- 
jumbo and get a cheque signed for a million dollar 
are over. We have to show customer value in terms 
of shorter cycle time, increased customer base, re- 
duced costs or increased revenues. There has to be 
a quantitative model to show ROI in a convincing 
manner. All Infosys proposals now go out with that 
in the first page. Even intangibles have to be quanti- 
fied,” he emphasises. 

Suddenly, the global positioning of Infosys gets 
stronger. Murthy takes a dig at Cisco. “John Cham- 
bers went gaga over his company’s real-time infor- 
mation in 2000. He kept at it even in Davos in Janu- 
ary 2001 and the very next month they had an 
inventory crisis.” He says, in December 2000, when 
Infosys realised that the market was off, it did 17 
customer surveys from end-December 2000 to 
9 April 2001. Thereafter, it cut its growth estimate to 
30%. “This, when we had done 90% the previous 
year. You know how our competitors fared...,” says 
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Murthy. He has positioned Infosys alongside Cisco 
for Krishnan. 

4:00 p.m.: By now, Murthy has been through 10 
more meetings. Not all of them have to do with his 
global role. This, the day’s last meeting, is impor- 
tant. In 30 minutes Murthy will leave to fly to Mum- 
bai for the annual Nasscom dinner. But before that, 
the chief mentor sits down with his lieutenants, 
CEO Nandan Nilekani and CFO Mohandas Pai, to 
discuss Infosys’ 2002-03 annual report. 

For Murthy, this is religion. After all, despite all 
his “gallivanting”, as he likes to put it, he can preach 
to only so many people. But the Infosys annual re- 
port can reach many, many more. All through the 
late 1990s, the Infosys annual report has been used 
to make a statement — they have always carried 
stories about company employees. This time 
round, the message has to be about how global In- 
fosys is now. So the stories in the report have to 
show cultural diversity. 

Five minutes into the discussion on the annual 
report, and you realise that the spin is still Murthy's. 
8:45 p.m.: Murthy is perhaps bantering with his 
Nasscom buddies in Mumbai. I am back home after 
having been with Murthy continuously for eight 
hours. By now, it is clear that history will remember 
him. But it is still not clear whether only as a busi- 
nessman, or something more. 





MAGAZINE OF THE NEW ECONOMY 


N.R. NARAYANA MURTHY 





His interests are clearly beyond just plain busi- 
ness. For a while, he has been researching on child 
labour. Over lunch with prospective customers, 
Murthy espoused his theories on the subject. 

Then again, he is on the advisory panel of the 
UN secretary general Kofi Annan’s public-private 
initiative to bring the benefits of communication 
and technology to the masses. That's right beside 
technology radicals like Nicholas Negroponte (MIT 
Media Labs), John Gage (Sun Microsystems' chief 
scientific officer), Tim Berners-Lee (of www fame), 
Vinton Cerf (co-designer of TCP/IP) and Mohamed 
Yunus (Grameen Bank). The private partners in- 
clude Carly Fiorina (Hewlett-Packard), John Cham- 
bers (Cisco Systems) and Jorma Ollila (Nokia). 

Little happens in Murthys life by accident. As 
mentor to Smita Murthy, a young employee, Murthy 
stressed the need to create a roadmap for ones life. 
"Create a model of the likely profile of your life five 
years hence — office, home, hobbies, home and so- 
cial context," he told Smita. "Have you started read- 
ing the sign-posts along your road?" 

Five years hence, the next generation of Infosys 
leaders will be in the saddle. Infosys will, perhaps, 
have become a global company. And Murthy will be 
over 60. Yesterday's CEO and today's unlikely power 
player may just become tomorrow ss... There are 
enough empty canvasses. | 
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Going over 
blueprints for a new 
Infosys campus 
The 
requirement: 
“Practical, 
European and 
state-of-art". 
Architect Hafeez 
Contractor 
shows Murthy 
the alternatives. 
Infosys campuses 
are statements. 
Standing 
testimony to 
modernity, 
technology and 
order. 
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GINA SINGH 

T is Saturday afternoon and Max In- 

dia chairman Analjit Singh is direct- 

ing the gardener at his Noida-based 

secondary care facility, Max Medcen- 

tre, to plant a tree exactly 17 inches 
from the boundary wall. Shortly after- 
wards, he goes inside, adjusts a Ganesh 
idol at the reception till he is satisfied 
and asks for a ‘power wash for the tiles in 
the porch. He then settles down on the 
couch to catch up on the thrilling India- 
Pakistan World Cup match. Singh is just 
as meticulous in his professional life. “I 
participate in every decision at Max 
Healthcare," he says. 

Given a chance, Singh would be sit- 
ting — feet up — in his living room 
watching the cricket match. At least 
that's what he planned to do after selling 
his stake in telecom service provider 
Hutchison Max to Hutchison Whampoa 
for Rs 561 crore — the biggest corporate 
sellout until 1998. "I am exhausted. Cor- 
porate India takes its toll," the serial en- 
trepreneur had told BW soon after the 
sellout, expressing a desire to lead a less 
taxing life. But that was not to be. As at 
least one of the two new businesses 
(healthcare and insurance) that Singh 
spawned from his sellout proceeds, 
needed his undivided attention. 

Max Healthcare Institute — the bold 
Rs 420-crore project to launch the 
world’s first greenfield network of pri- 
mary, secondary and tertiary healthcare 
centres, all at the same time — was in the 
risk of running aground. First, the foot- 
falls in Max's primary care centres, Dr 
Max, fell short of expectations. Then, 
even before the project (which began in 
May 2001) could complete its first year of 
operations, it suffered casualties. Max 
Healthcare’s managing director Nonie 
Chawla, medical director and COO Nir- 
mal Joshi, and head of projects Ranjan 
Mazumdar quit within six months. 

So Singh had to slam the brakes on 
the initial rollout plan and take charge to 
save his pet project and the Rs 125 crore 
invested in it. Singh is now taking some 
remedial action in the world’s only 
healthcare experiment of its kind. We'll 
go into Singh's healing touch and what 
went wrong with the project later in the 
story. But first, consider what Singh was 
attempting to do in Phase 1 ending 2004. 
He had planned 30 primary care clinics, 
five secondary care Max Medcentres, 
two secondary care hospitals, and a 250- 
bed tertiary care superspeciality hospi- 
tal. All of these were planned within the 
National Capital Region (NCR). The Sin- 
gapore-based Raffles group had done 
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in the absence of tertiary care hospitals, the primary care dinics Dr Max 
were not perceived as serious initiatives. Rollout of Dr Max clinics will be 
slow till it has enough secondary and tertiary care facilities — 





| The Rs 420-crore project requires 

| Though Max has invested Rs 125 crore of equity and has approval for 
| equivalent debt, the remaining debt proportion of Rs 85 crore is yet to 
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Max's fully-owned infrastructure plan has scalability constraints. A rollout 
into five more metros may need over Rs 2,000 crore of investment, Or, 


Rs 1,000 crore of equity that Max does not have. As a result, Max, the 
pioneer, may be perceived as an also-ran 
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| Its high-profile and much flaunted alignment with technology partner Harvard | 
| Medical International (HMI) may not be renewed after the five-year contract 
| 





expires in 2005, HMI laid down clinical protocols and trained doctors and 
the nursing staff 
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The world’s first greenfield 
healthcare network finds itself 
short of breath. Will the Max 
chief’s remedy deliver? 


naljit’ 
Antidote 
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something similar, but it took them over 
25 years to do what Max had planned for 
five. “What Max is trying to do has never 


been attempted in such a short span of | 


time anywhere in the world,” says Amit 
Bagaria, a former healthcare consultant. 

The challenge lay in rolling out the 
primary, secondary and tertiary centres 
all at the same time. These work on the 
hub-and-spoke principle, where pri- 
mary care centres act as the spokes of a 


secondary care hub and the 
secondary care centres, in turn, 
work as spokes of the tertiary 
care hub. The idea is to own the 
customer right through the 
treatment phase while trying to 
drive traffic towards the hubs. 
Globally, most companies set 
up tertiary care hospitals be- 
fore moving to secondary and 
primary care, mostly through 
acquisitions. For instance, the 
Hospital Corporation of Amer- 
ica, one of the first corporate 
hospital companies in the US, 
began with tertiary care hospi- 
tals and then merged and ac- 
quired companies to create a 
network of over 350 hospitals, 
145 outpatient surgery centres 
and 550 home care agencies. 
Some, like the Raffles group, 
began with primary care facili- 
ties and moved towards sec- 
ondary and tertiary care. 

But Max's approach was 
different and more aggressive. 
That explains why these days, 
Singh lives, breathes and 
dreams Max Healthcare. 
"Healthcare needs attention 
24/7. In the formative stage, 
every decision needs to be 
‘workshopped’. I am commit- 
ted to creating a new paradigm 
in healthcare," he says. 

Far from the semi-retire- 
ment that he had planned, 
Singh now spends 80% of his 
time on Max Healthcare. In his gruelling 
16-hour schedule, he decides on things 
as minor as how tea should be served to 
patients and the colour ofthe staff's uni- 
form. Not to forget the ad campaigns, ex- 
ternal communication and the newslet- 
ter. That Max is his pet project comes 
through when Singh says: “I would never 
fix an appointment for 7.30 a.m. on a 
Sunday to see a site for any other project, 
but if it is Max Healthcare, I will be 
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MAX HEALTHCARE 


there." A staff member recently wrote 
this in an internal review: "Please ask 
Analjit Singh to get off our backs." But 
singh is unrelenting. "When I heard this 
comment, I said, ‘Good! I am not going 
to give this up if I am to build a good cor- 
porate culture,” he says. 

Almost 22 months after we did a 
story on Singhs experiment (See ‘Dare 
To Be Different, BW, 14 May 2001), we 
return to analyse how it has fared. 


What Went Wrong? 


Perhaps, Max overestimated the re- 
sponse from the primary care market by 
planning 30 Dr Max clinics within the 
NCR first. On the other hand, it didn't 
quite gauge the response to secondary 
care clinics well enough. As a result, 
while the patient footfalls at Dr Max 
clinics initially were well below expecta- 
tions (only 5-8 per day per clinic against 
the targeted 25-30), it has gone up con- 
siderably after two more Medcentres 
were opened. 

Actually, the plan of entering the pri- 
mary care market had the maximum 
risk. There was an underlying assump- 
tion that a patient would prefer to break 
his relationship with the neighbourhood 
general practitioner (GP) to get treated 
in a corporate set-up. But at the swank 
new Dr Max centres at Greater Kailash 
and Maharani Bagh, the patient arrivals 
were way below targets. "Such relation- 
ships (between the patient and the GP) 
are very difficult to break," says Singh. 
There were few takers for Max's state-of- 
the-art facilities, which included online 
patient records and personalised ser- 
vice. Its attempt to gain the confidence 
of the neighbourhood by organising 
high-profile community medical educa- 
tion and camps met with tepid response. 

The other problem was winning the 
confidence ofthe patients. "After the first 
six months, we realised that getting 
started with Dr Max was a problem be- 
cause the community did not perceive 
us as serious," says Singh. The learning 


HEALTH CENTRES: GROWING UP PAINS 


2000 (original plan for 2004) 


"Including 2 secondary care hospitals 
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2003 (status of project) 


Revised plan for 2006 
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30 (captive centres for companies) 29-30 
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l | Work to begin on a multispeciality hospital | 1-2 multispeciality 


and a superspeciality hospital in Saket 


hospitals 
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was that rollout of primary care had to 
be linked to a hospital. So the next pro- 
ject was a secondary care centre at Pita- 
mpura with a 35-bed inpatient facility. 
To Max's surprise, the secondary care 
Max Medcentres started attracting more 
patients — in fact, the majority ofthe 500 
patients who come to all of Max's facili- 
ties daily. As a result, while the group had 
initially planned for two Medcentres in 
the NCR, it finally opened three at 
Panchsheel, Pitampura and Noida. 


Mid-course Correction 


First, Singh has to treat the enfant terri- 
ble, Dr Max. The company has frozen the 
number of Dr Max clinics at just the ex- 
isting two (plus five more set up exclu- 
sively for corporates like Spectramind). 
The planned rollout of 30 Dr Max clinics 
was put on hold till two more Medcen- 
tres were set up. Dr Max clinics will now 
come up around the Medcentres. 

Singh is trying to convince GPs that 
Max is not their rival, but could compli- 
ment their services instead. Max's refer- 
ral sales team meets doctors and gives 
them details of the services offered by 
Max. The team asks them to refer their 
patients to Max for tests with the 
promise that Max would not poach the 
patient (Max gives a 'certificate of trust 
to each GP). Asan assurance, it sends the 
diagnostic reports back to the referring 
physician and not to the patient. 

Despite the slow response, Singh 
hasn't reduced the targeted number of 
30 Dr Max clinics. Only, the deadline to 
complete Phase I has since been ex- 
tended from 2004 to 2006. Also, the ter- 
tiary care hospitality will initially be only 
a 100-bed facility against the planned 
250-bed hospital. But Singh believes he 
did the right thing by using the 'bottoms 
up' approach — starting with the pri- 
mary care centres and then moving on 
to secondary and tertiary. “I did not want 
to experiment with a (Boeing) 747 (su- 
perspeciality hospital), says Singh. 

Max may just be able to set up its first 
tertiary care facility by the original dead- 
line of 2004. It has signed an agreement 
with the Devki Devi Trust to set up its 
first multispecialty tertiary care hospital 
at Saket in South Delhi. Work begins on 
the 200-bed hospital in April this year. 

Also, Singh has decided to rename 
Max Medcentres as Max Hospitals. "Not 
many people associated the word 'Med- 
centre' with a hospital. We want to cor- 
rect that," says Singh. 


Max Is Not Over The Hump Yet 


It's a bit of a chicken-and-egg situation 
as Singh grapples with a multitude of is- 
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APOLLO CLINIQ Apollo's franchising 
model is helping it roll out primary 
care clinics faster than Max. It has 
five clinics and plans to set up 250 
more in the next three years. Unlike 
Max, Apollo does not have its own 
secondary care facilities 





sues. The first, of course, is financing the 
Rs 420-crore project. Planned on a 1:1 
debt equity ratio, the project would re- 
quire Rs 210 crore of debt on Rs 210 crore 
of equity that parent Max India will in- 
fuse. But although he has already in- 
vested Rs 125 crore in equity, the equiva- 
lent debt is yet to be disbursed. Max 
already has an approval from Asian De- 
velopment Bank for $20 million (Rs 100 
crore) and another Rs 50 crore from Ca- 
nara Bank. That would take care of the 
first half but his loan application with In- 
ternational Finance Corporation and 
two other banks for the remaining Rs 60 
crore is still to be approved. But that can 
happen only after Singh brings in an- 
other Rs 85 crore of equity. Remember, 
he is not planning to bring in any invest- 
ment partner yet. But that should not be 
a problem because parent Max India has 
free reserves of over Rs 340 crore. 

Now, even if Singh manages to raise 
the entire money, his critics argue that 
Max's model has an inherent constraint 
of nationwide scalability. Especially 
since Max has planned only a self- 
owned infrastructure with no franchis- 
ing of the brand name. A rollout in five 
metros with 150 Dr Max centres, 25 
Medcentres and about five hospitals 
would need a Rs 2,000-crore investment 
with Rs 1,000 crore of equity. Thats 
something beyond Max's current bal- 











ance sheet size. “I am content with slow 
and steady growth. We don't believe in 
franchising. I can't give my brand name 
to a franchisee,” says Singh. 

In comparison, Prathap C. Reddy's 
Apollo Hospitals group, which began 
setting up primary care clinics after Max, 
has set up five clinics. It plans a total of 
250 Apollo clinics within the next three 
years. The difference being that while 
Apollo gets Rs 20 lakh as a seven-year li- 
censing fee for each franchised clinic 
(the expenses on equipment and infra- 
structure are borne by the franchisee), 
Max has to spend anything between Rs 
16 lakh-50 lakh on one Dr Max clinic. 

While Singh has planned his non- 
Delhi expansion after his first phase is 
completed in 2006, the constraints in 
scalability could make the pioneer an 
also-ran in India's nascent corporate 
healthcare business. But that does not 
bother Singh. "I'm not chasing volumes 
or size. I’m chasing medical and service 
excellence," he says. 

Even this quest for medical and ser- 
vice excellence could need attention 
soon because its high-profile and much 
flaunted alignment with technology 
partner Harvard Medical international 
(HMI) may not be renewed after the five- 
year contract expires in 2005. HMI was 
to lay down clinical protocols and train 
the doctors and the nursing staff. It was 
also helping Max with its medical educa- 
tion programmes for doctors and com- 
munity medical education programmes 
for doctors. Industry watchers say the re- 
lationship between the two partners has 
soured up ever since HMI also tied up 
with Wockhardt Hospitals. So much so, 
that on a recent visit to India to inaugu- 
rate the Wockhardt multispeciality hos- 
pital in Mumbai, the HMI bigwigs did 
not meet Max Healthcare, despite pass- 
ing Delhi en route to Agra for sightsee- 
ing! The relationship is on the rocks as 
Singh clearly says that Max Healthcare 
does not need to renew its agreement. 
HMI could not respond to our question- 
naire at the time we went to press. 

Even as the healthcare community 
anxiously watches the consumer re- 
sponse to the world's only complete 
greenfield healthcare network, Singh be- 
lieves he has made the necessary correc- 
tions to make the project roll now. "The 
car was in the garage. It couldn't be put 
on road unless it was fixed. Now we are 
bringing the car out," he says. Success 
now could enthuse Singh to go national 
(though he will have to overcome the 
scalability constraint). A failure, of 
course, will raise questions about the in- 
tegrated healthcare services model. WM 
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ANUR is a typical dusty, sleepy 

one-street town in Punjab. Lo- 

cated halfway between Chandi- 

garh and Patiala, it has a petrol 

pump, a State Bank of Patiala, a 
liquor store and a chemist's shop, apart 
from the ubiquitous car and truck work- 
shops. It is also fast becoming the battle- 
ground for the GSM-based cellular tele- 
phone service providers. 

As the metro markets approach satu- 
ration and pickings there become thin, 
cellular service operators have no option 
but to move to towns like Banur. Indeed, 
well before you enter Banur, you can 
spot three mobile phone towers. Two are 
painted bright red and white and 
surrounded by Group 4 security guards. 
They belong to cellular phone compa- 
nies Spice Telecom and Bharti Tele-Ven- 
tures. The third is a grey aging tower. It 
has a few boxes scattered around it and 
is perched on top of a run-down double- 
storied yellow building. No security 
guards here. This is the Banur telephone 
exchange of state-owned Bharat San- 
char Nigam Limited (BSNL). 

Today, Bharti, which began services 
in the state in February 2002, has 2.45 
lakh subscribers. And Spice Telecom, 
currently the biggest player in Punjab, 
has 4.35 lakh users. However, now, over 
the past four months, BSNL's CellOne 
service has acquired over 1.24 lakh sub- 
scribers in Punjab. 

BSNLS strong showing is not just re- 
stricted to Punjab. Over the last three 
months, its subscriber base across the 
country has grown substantially. Of the 
6.82 lakh new cellular subscribers in Jan- 
uary 2003, BSNL alone cornered 70%. 

In just four months since launch, 
CellOnes 15 lakh subscribers 
have made it India's third-lar- 
gest cellular service, behind 
Bharti's 27.7 lakh subscribers 
and Hutchison’s 20 lakh. If the 
growth continues, BSNL 
could meet its target of 24 
lakh cellular subscribers 
by end-March. Chairman 
and managing director 





Prithipal Singh targets 50 lakh GSM sub- | 


scribers by the end of 2003. 


What this means is that, if BSNL | 
keeps up its current pace of growth, it | 
could emerge as India's largest GSM- | 


based mobile service provider in the 
next few months. 


So what is BSNL doing that the pri- | 
vate operators are not able to do? Sim- | 
ple. It is giving over-arching coverage | 


and rock-bottom rates and buying 
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BSNL’s Prithipal Singh has reason to celebrate. He is well on track to 
meet his subscriber target, surpassing all expectations 





equipment at low rates. 


| The Heart Of The Matter 


CellOne services are available in 944 | 


towns across India. That number should 
rise to over 1,100 by the end of March. In 


comparison, even seven years after | 


starting service, all the private operators 
together cover only 1,545 towns. Bharti, 
the largest cellular operator, has services 
in 800 towns. Singh says: "Already we are 
in 200 towns where no private sector op- 
erator is present." 


Forget the national picture. Look at | 








| its presence in individual states. In 


Haryana, BSNL covers 51 towns with 99 
cell sites. Incumbent Escotel covers 60 
towns with just 65 towers. BSNL also 
provides non-stop connectivity on Na- 
tional Highways and trunk rail routes. 
That's why Chandigarh-based auto 
insurance agent H.S. Setia shifted to a 
CellOne connection. Setia has a farm at 
Fazilka, a few miles from the India-Pak- 
istan border. He says only BSNL provides 
services at his farm. Hence, all his relati- 


| ves and friends in Fazilka have moved to 


CellOne or Excel (BSNL's pre-paid ser- 
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vice). As BSNL provides free incoming 
calls from all operators, the demand is 
expected to rise even further. Setia says: 

"Today, when I drive down from Chandi- 
garh to Fazilka, | am always connected. 
Earlier, there were large stretches when 
there was no cellular coverage." 

BSNL is able to have such wide- 
spread coverage simply because it has 
over 37,000 telephone exchanges and 
sundry other offices all across the coun- 
try. More importantly, the cost of main- 
taining additional equipment is mar- 
ginal as it is installed largely on BSNL's 
existing fixed line exchanges. Private op- 
erators, on the other hand, have to liter- 
ally start from scratch while building a 
cellular overlay network. BSNL also has 
reserves of over Rs 23,000 crore in hand. 

As of today, CellOne has no roaming 
arrangements with private cellular oper- 
ators. It has an interconnect agreement 
with state-owned Mahangar Telephone 
Nigam (MTNL). It will interconnect with 
the cellular operators, but in due time. 

The bottomline is: the demand for 
the CellOne service is rising. In the lucra- 
tive South, it has 4.83 lakh subscribers in 
just 271 towns. By June-end, it will in- 
crease this coverage to 417 towns. 

Moreover, the growth is despite the 
fact that BSNL has already exceeded its 
capacities in some places. As against a 
capacity of 1.10 lakh connections in 
Punjab, BSNL has provided 1.24 lakh 
connections. In Haryana, it has given 
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51,115 connections on a capacity of | 


43,000. Says G.S. Bhatia, general man- 
ager (Punjab), BSNL: "What we have 
done is provide more transceivers in ar- 
eas where the demand is more as com- 
pared to areas with less traffic. As a re- 
sult, there is no choking of the network." 

In Haryana, people are even willing 


Is the state-owned telco on its way to becoming 


to wait till connections are made avail- 
able. Mayank Gupta, the Panipat distrib- 
utor for CellOne, has a waiting list of 30- 
odd people who want connections. 
BSNL chief general manager (Haryana) 
M.S.Dhillon says he can provide 68,000 
more connections by the end of March. 
The obvious question here is: are 
these numbers for real? Sunil Mittal, 
chairman and group managing director, 


Bharti Enterprises, says: “Let us see how -. 
long they can continue to grow at this | 
rate." Other service providers are wary - 


about the numbers. Says an operator: ^! 


am not sure whether the numbers are _ 


right. BSNL claims over 1 lakh sub- 
scribers in Kerala. But only 30,000 are ac- 


tive. So what happens to the balance | 
70,000 subscribers?" That may be so, but _ 


for the time being, BSNL is on a roll. 
Edging BSNL on is the best deal pos- 
sible from international equipment ven- 


dors. BSNL could wrangle such a dealas | 


it had the single biggest order by any ser- 
vice provider in India. Though the initial 
bid for 4.5 million lines was Rs 2,539 
crore, BSNL got international majors, in- 
cluding Motorola, Lucent and Ericsson, 
to lower it to Rs 2,004 crore. That works 
out to Rs 4,453 per line. Existing opera- 


tors had to pay around Rs 8,000 per line 
when they launched in 1995. Even the | 


fourth operators, who launched in 2002, 
have had to pay at least Rs 6,000 per line. 


Hence, BSNLs capex and operational 2 
and incremental costs are very low. More | 
importantly, the revenue share that it | 


pays the government is returned to it. 
“One way BSNL seems to have grown 


is by starting services in areas where 
there is no coverage by private cellular | 


players. So BSNL will dominate the mar- 
ket there,” says Sanjay Mehta, partner, 
consultancy firm Ernst and Young. 


The other advantage that BSNL hasis 
price. Its Plan 325 offers free i ee | 
calls from anywhere on rentals of Rs 325. 
Singh defends his plan: "When the mis : 
vate sector lowers rates, it is called com- . 
petitive; but when we do, it is called ^ 
predatory pricing." The plan wa 
posed to be an introducto 
days with free incoming fror 
lines. This was easy as BSNL à 
together control over 99% of 
million fixed lines. The plan still c 
ues, That one move changed the r 
the GSM game. Suddenly, private or 
tors had to think about free incon 
calls despite not charging any airtime for 
incoming mobile-to-mobile calls. 

All along, private operators matched. 
a competitor's pricing policy. So all the: 
players have cut rentals to Rs 349. Some: 
have also started offering free 
calls from all networks be 
cut-off date. Bharti has. 
c p calis s fto T" bed: . 




















It doesnt need to. Singh po n 
that the bulk of the connectioi 4 
been given to first-time users. L 
connections it gives government and: 
government employees for just Rs 200, © 
This has been a big draw as far as the — 
babus are concerned. Sure, there is mi- | 
gration from existing services, but not | 
too much. In places like Haryana and 
Punjab, the migration is around 4-596. 
The rest is new subscribers. Bharti offi 
cials says this is nothing unusual. 

Oddly enough, BSNL does not seem. 
rattled by falling average revenues per. 
user (ARPUs). Over the last couple of ©] 
years, the national ARPU has fallen from — 
Rs 800 to Rs 550-600 now. BSNL officials 
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in Punjab talk of ARPUs of Rs 700. Singh 
is not too worried at present. He is more 
concerned about getting the sub- 
scribers, which will justify a lower ARPU. 
“We'll look at the ARPU issue once the 
first phase is fully implemented.” 


Mind Over Matter 


Starting April, BSNL will roll out a string 
of value-added services. This will in- 
clude all services being offered by other 
cellular players today. The BSNL top 
brass is currently tying up deals with a 
host of content providers. This is likely to 
include vernacular SMS, city informa- 
tion, remote gaming, news ticker and 
entertainment services. 

BSNLis also offering a slew of incen- 
tives to distributors. This includes a fixed 
line with 1,000 free calls per month, a 
mobile connection with 1,000 minutes 
of talk time and a 100-hour Internet con- 


nection. BSNL sure has clout inthe tele- a= — | B My LL 
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com market. It can lower rental costs = . 2 qa c c 














BSNL'S BIGGEST (Non-metro) 

OPERATOR SUBSCRIBERS CITIES COVERED ARPU (Rs)* 

dH IDEA . | 99590 39  ..196 80 
BPL CELLULAR 198,137 71 650 
BSNL 189,000 123 700 
BHARTI 114,337 125 675 

‘. FASCEL 1 4277256 ^ 1 10 &— 900 
IDEA 241,000 120 550 
BSNL 175,856 72 700 
BHARTI 68,761 55 600 

b IDEA . | | 308000 |. | $100 &X—0  .900 
BHARTI 307,014 104 600 
BSNL 143,921 84 680 
HUTCHISON 47,009 30 650 

x ESCOTEL — 1 24402 .  X— 14 800 
BPL CELLULAR 147,969 74 620 
BSNL 126,538 100 680 
BHARTI 66,379 125 600 
SPICE TELECOM 435,759 102 700 
BHARTI 245,505 65 700 
BSNL 126,084 51 700 


*Average revenue per user 


Low cost strategy: The 
cellular tower atop the 
Banur exchange 
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simply because most calls 
are made from its fixed 
line network. In a way, it is 
cross-subsidising its ser- 
vices. But then, private 
players joined hands to 
provide free incoming on 
all mobile-to-mobile calls 
and a lower rate for mo- 
bile-to- mobile long-dis- 
tance calling. 

What is interesting is 
that BSNL seems to have 
learned the rules of the 
GSM game quickly. In 
keeping with the high 
profile advertisements of 
Airtel and Hutch, BSNL 
has a highly visible mar- 
keting campaign for Cell- 
One. But one does not see 
itin metros like Delhi and 
Mumbai, as BSNL does 
not offer its services there. 

Singh does not reveal 
the size of his advertising 
budget. Yet BSNL has a 
major television cam- 
paign focussed on the ICC World Cup. 
All replays are sponsored by CellOne. 

The clincher in BSNL's success is, of 
course, the huge database on its 350 lakh 
fixed line subscribers. As a result, it 
knows exactly which markets to tap. 
Saysatelecom consultant: "BSNL knows 
where the market lies." 
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Committed To The Relationship 


Can BSNL keep up the pace of growth it 
has achieved? After all, here is where 
most businesses, let alone the cellular 
phone business, face problems. Specifi- 
cally, the newer additions will provide 
lower revenues per subscriber. Then, the 
prices are already quite low, so any fur- 
ther reductions in tariff will only be mar- 
ginal. How long can BSNL keep up its 
prices low to gain more subscribers? 

BSNL also has other problems — its 
huge employment base of 4.5 lakh, for 
instance. For now, motivation levels are 
high even at the union levels. But how 
long can that be sustained? 

Private operators are going on the 
defensive. But as one cellular service 
provider says: "Both Bharti and IDEA ran 
up a huge subscriber base initially. It re- 
mains to be seen whether BSNL can 
maintain the momentum." He points 
out that MTNL also did well initially. 
State-owned companies are not known 
for customer care. Singh says that BSNL 
is different. The private players are wait- 
ing for the giant to blink. Till then, BSNL 
will set the rules of the game. "n 
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THE BW ROUNDTABLE 





Tony Joseph: This is the sixth in a series | 


of Businessworld Roundtables that we 
have held on issues of current signifi- 


cance. There is no doubt in anybody's | 


mind, when you look at India's eco- 


nomic future, that IT is definitely one of | 


the areas which are critical. The broad 
focus of today's discussion will be on the 
near-term and mid-term outlook for the 
Indian IT service and BPO industries. 
Phiroz, where you do you see the indus- 
try going? 
Phiroz Vandrevala: First, let us look at 
where we are now. This year, IT services 
will probably grow at 20% and the IT- 
enabled services will grow at around 55- 
6096, so we will get a blended growth rate 
of around 25-26% for the industry. 
Clearly, all the issues that we are grap- 
pling with now — with the exception of 
the Iraq situation — are going to be valid 
both for the near term and the medium 
term. So, we are going to have a de- 
pressed economic scenario, we are go- 
ing to have this issue of jobs, we are go- 
ing to have this issue of geo-political and 
business risks. 

The only change is that compared to 
earlier years, the number of global ma- 
jors that have made a commitment to 
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India, or are in the process of doing due 
diligence is significantly higher than we 
have ever seen in the past. The issue in 
our business is that today you can have a 
Lehman Brothers or a British Petroleum 
who walks up and says, "I am going to do 
a $100 million or $200 million’, but 
clearly before you see even the first $5 
million, three or four quarters are over 
and the ramp-up process is significant. 
In the worst case scenario, we will be 
seeing growth rates near to what we are 
seeing now, but if some of these moves 
that people are making start to get a little 
more aggressive, you can add a few per- 


centage points to the growth rates. 
Tony: Jeff, Citibank has had a very long 
engagement with India in IT outsourc- 
ing. How do you see it going forward? 

E. Jeffrey Berg: The years 2002 and 2003 
have been very difficult for Citigroup for 
a number of reasons — disruption of 
markets, particularly in North America, 
decline in the capital markets in the US 
and the intense regulatory scrutiny that 
our firm is under. But I think we are mov- 
ing beyond those things now. We have 
been forecasting that our IT spending 
would remain relatively flat year over the 
year. So that would substantiate, per- 


The Panel: (L-R) Mohamed V. Muhsin, vice-president and chief information officer, 
The World Bank Group; Kiran Karnik, president, Nasscom; Tony Joseph, consulting 
editor, Businessworld; Will Cappelli, research fellow, Giga Information Group; Phiroz 
Vandrevala, executive vice-president, Tata Consultancy Services; Jerry Rao, chair- 
man, Mphasis BFL; and E. Jeffrey Berg, ED, Citigroup Program Management 
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haps, the forecast, at least for 
us, that we will maintain our 


tm (rie mai. Will be supplied as much 
tain, are you talking about by global players in India 
maintaining growth rates? ; 'ac 9* 
Jeff: Yes, I think thatwouldbe — 8 Indian companies 
the case. Our projects are con- 


tinuing, we intend to finish 


e Increasingly, processes 


WILL CAPPELLI 









them and also move forward. 
On the BPO side, we have 
identified a number of pro- 
jects that we want to do right 
now over and above anything 
done in IT. So that would sup- 
port a much higher growth in 
that area. But I would like to 
pick up one point that was 
made, i.e., geo-political risks. 
Our regulators, primarily in 
the US, have the same kind of 
obstinacy as regulators else- 


where. They believe that any 66 

operations ‘where I (the regu- In the Worst case 
lator) can goandseethem'are — scenario, we will see the 
safer. But I think they have be- 

come a lot more sophisticated | Same growth rates that 
in the sense that we realise 

now that we are responsible We are seeing Dow » 
(for our operations) in the US PHIROZ VANDREVALA 


as anywhere else in the world. 

And I can report to this panel 

that we have just been through what we 
call a vendors management review' by 
the OCC (Office ofthe Comptroller ofthe 
Currency, Administrator of National 
Banks, US) and they have made a spe- 
cific point that they put the vendors in 
India and the vendors in the US in the 
same category. So we need not worry 
about that, those are under control. We 
are now worried about other vendors. 
Tony: How interesting. 

Jeff: I thought that maybe we are finding 
maturity here. And we have been able to 
prove over the years that we know how to 
build contingency plans, keep busines- 
ses running. And India has now matured 
to a point where that kind of risk is not 
going to be at the forefront any longer. 
Will Cappelli: We do think that in the 
short term — certainly in the medium 
term — the Indian service industry is on 
the verge ofa significant change with re- 
gard to its competitive posture? Already 
we are beyond a situation where low cost 





alone is the key driver. One of the big | 


changes that has taken place over the 
last year is that the US-based customer 
or the Europe-based customer now un- 
derstands the cost structure of the In- 


dian service provider and, as a result of - 


that, has been active in driving costs 
down even further and has begun to put 


| 


serious margin pressure on the Indian | 





service provider. So one 
needs to go beyond simple cost play. 
The other thing that is changing, and 
this is important, is that the global ser- 
vice providers — IBM Global Services, 
CSC, EDS, even Accenture — are begin- 
ning to learn how to deploy that cost ca- 
pability. So you continue to see US and 
European acceptance of the Indian 
model and it is clear from a country risk 
or geo-political point of view that it is 
much less an issue than it has been in 
the past. But from the point of view of 
who shall be supplying these processes, 
increasingly, that is going to be just as 
much the global players as the Indian 
players. And I think dealing with this 
twin transformation — the understand- 
ing of what are the true Indian cost 
structures and the ability to exploit them 
competitively, and the transformation of 
the global service providers into Indian 
service suppliers — in the short term, 
even in the medium term, are going to 
cause some profound changes. 
Tony: Are you saying India as a base will 
continue to grow, but the Indian players 
could be under serious pressure. 


| Will: Absolutely. 


Jerry Rao: It is a very interesting insight. 
Look at IBM's acquisition of Pricewater- 
houseCoopers (the firm's IT business). 
Frankly, the biggest impact is not going 
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to be in the US, but, perhaps, 
its going to be the platform 
that IBM has acquired in India 
through its acquisition of 
PwC. I would expect that in 
the next five or seven years, 
IBM will be one of the biggest 
private sector employers in 
the country. 

To my mind, we should 
welcome this because this in- 
creases the credibility of the 
place and the need to do 
generic selling completely 
disappears. That is already 
pretty much gone, but what- 
ever little residue of generic 
selling that we do will now be 
completely unnecessary. So 
we have got an opportunity 
now to actually make this ex- 
tremely big. 

If you think about the 
1990s, we grew because of the 
Y2K-and-dotcom kind of spe- 
nding. Now we are growing 
from strong underlying eco- 
nomic principles. The dollar 
IT budgets of many ofthe For- 
tune 500 players may remain 
flat or go down. But the num- 
ber of manhours they put in 
may go up. If you are charging 
$80-100 an hour in New York and $20 an 
hour in Bangalore, you can do four times 
the same manhours with a flat IT bud- 
get. So you are going to find more deliv- 
ery and, in fact, this will be sustained. 

Countries don't compete, companies 
compete. So which are the companies 
which are going to be able to retain mar- 
gins, which are going to be able to come 
in with strategies over and above justlow 
costs, with the main expertise or func- 
tionality expertise, or technology plat- 
form, credibility and competence? 
Those stories are going to be important, 
It is not that all Indian companies are go- 
ing to do well. Among the global players 
who are here, Accenture has a produc- 
tion base on the systems side: they have 
an alliance with us for BPO. EDS has a 
platform, smallish but they have grown. 
All of them will not do well. Some of 
them will get it right and some won't. So 
itis going to be an interesting 5-10 years. 
Tony: Mr Muhsin, to what extent has the 
World Bank done outsourcing and to 
what extent do you see it going forward? 
Mohamed V. Muhsin: Internally, the 
World Bank has a business process cen- 
tre in Chennai. We haven't outsourced it 
to any particular company. We have setit 
up on our own. It is almost a branch of- 
fice of the organisation. 
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Tony: How big is it? 
Muhsin: It has 100 people now. 


It will double over the next in India will do well 
couple of years. On the other n 
hand, we have outsourcedap- The next 5-10 years will 
plication development to a : ng 99 
company in Chennai and it be interesting 

has also done very well and we JERRY RAO 


are satisfied. But on the point 
that was made about the near 
term and medium term, from 
the global perspective, while 
the developed world clearly 
looks for increased efficiency, 
greater margins and produc- 
tivity gains, in the developing 
world, there will be a lot of en- 
thusiasm about the possibility 
that they themselves can, in 
fact, replicate the Indian ex- 
ample. While there is no im- 
mediate competition that one 
can identify, one should not underesti- 
mate the potential that China could 
bring. One should not underestimate 
the Philippines and the East European 
groupings. In our interactions with 
them, they are all focussed on IT being 
the central part of their development 
strategies. I am not sure whether I can 
agree with the optimism of Phiroz that 
you can sustain your growth rates in the 
next 5-10 years. In fact, I would put it dif- 
ferently. I would say that in order to sus- 
tain those growth rates, India would 
probably have to differentiate itself 
much more strongly and aggressively to 
keep ahead of the others. 

Tony: Let us now take a look at the de- 
mand side. In terms of the very big ticket 
IT infrastructure outsourcing deals, has 
there been a slowdown in recent times? 
And does the trouble that EDS has had 
impacted it in some way? 

Will: My own take is that if you look 
across the industry, we are almost re-en- 
tering a period of the megadeal. We had 
a major period of megadeals up to the 
mid-1990s, then there was a shift during 
the dotcom era towards more selective 
outsourcing, small deals and more flexi- 
ble shorter-term contracts. Now, in the 
past year, accelerating over the past six 
months, we have seen more and more 
megadeals coming on line. The problem 
that EDS has experienced has been, to a 
certain degree, of its own making, it is 
very much an EDS-related problem. 
ITES continues to flourish; CSC is flour- 
ishing. There are new megadeal capable 
players in the market like Hewlett- 
Packard, which is becoming increasingly 
credible in certain geographies. 

Tony: Do you think Indian companies 
want to get into these very asset- and 
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structuring-intensive 
multibillion dollar deals? 
Phiroz: I believe it is an opportunity be- 
cause today, if you look at the large sys- 
tems integration and outsourcing con- 
tracts, no Indian company has really 


been successful in making a significant | 


bid. Of course, there are always these is- 
sues about ‘can you help us remotely?’ 
and all the other operational aspects 
that come in. But today, if the EDSs, 
CSCs, IBMs and others start to do fulfil- 
ment different service lines out of these 
global outsourcing contracts that they 
win, the credibility of providing those 
services from India will get established 
and the ability for pure-play Indian 
companies to then sell those services, 
especially where they have very strong 
customer relationships, will increase. 
Also, staying on the subject of global 
players, the reason why I think their 
footprint is expanding in this area is that 
customers are going to them and saying: 
“Hey guys, do you have an India fulfil- 
ment strategy?" and "I want the safety 
net of working a deal and signing it with 
IBM Global or Accenture or whoever, 
but I want Indian costs and productiv- 
ity". So, clearly, India is the place to be in. 
If that happens, then obviously, there is 
scope for both pure-play international 
and Indian companies. 
Will: In order for the Indian players to 
become head contractors on these large 
global deals, they need to further move 
up the stack. When you look at today's 
global deals, you find that they have a 
strategic planning — high-level man- 
agement — consultancy type of compo- 
nent that is a kind of the soul, if you will, 
of the deal. I think one of the challenges 
before the Indian service industry is to 
acquire and project that capability at 











that high level, if it is going to 
play in this market 'other- 
than-as-a-subsidiary-of-one- 
of-the-global-players' or as a 
sub-contractor. 

Jeff: Couldn't it be a happy op- 
portunity, maybe for the 
same category that we are 
talking about (megadeals), 
but certainly in our business, 
(if) an Indian firm bid to take 


66 over our regional outsourcing 
To sustain growth, initiative? We have opera- 
India would have to tions in South-east Asia that 
b à ' can easily be handled from 
differentiate itself much India by an Indian firm. And 
we would like it even better if 

more aggressively IBM was tied to that. 
MOHAMED V. MUHSIN Jerry: Megadeals are happen- 


ing, there is no doubt about 

that. (But) The construct of 
megadeals tends to be financial. You 
take over data centres, you take over 
people, you take over networks, and 
frankly the return on capital employed... 
it is not very clear to me who is taking the 
risk on whom and what is happening. 
EDS is a good example of taking the risk 
on a wrong telecom company. 

Of the Fortune 500, there would at 
least be 50-6096 which, for internal polit- 
ical reasons, would not do a megadeal. I 
think it behoves us to focus on those. For 
whatever complex set of reasons, they 
do not want to give away everything they 
have to an IBM or an EDS, they ‘division- 
alise, they tend to operate as different 
czardoms and if we can get in... 

For instance, we have been doing 
business for 6-7 years with a large 
courier company in the IT services side 
and we have now got a small few hun- 
dred-seater BPO deal from them. This 
company does not like megadeals. They 
prefer small 200-seat call centres for 
their help desk or some other BPO stuff. I 
think we need to segment the market be- 
haviourally between those who do 
megadeals and those who do not. 
Megadeals typically tend to be done by 
institutions in some kind of financial 
trouble. It helps them restructure their 
balance sheet and show their profit and 
loss down for a couple of years and so on. 
So, it has its own problems. 

I think there are three Indian compa- 
nies that are capable of doing megadeals 
even as we speak. Two have got market 
cap between (Rs) 5 billion and (Rs) 10 
billion, and one, if listed, would have a 
market cap in excess of (Rs) 10 billion. If 
they wanted to bid either independently 
or in some kind of consortium with an 
IBM or a Sun Microsystems or an HP or 
something, they would be credible 
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there. But I represent, I guess, smaller- 
sized companies of India and we are 
more excited about that section of Cor- 
porate America which is not, for what- 
ever reason, interested in a megadeal. 
Tony: Phiroz, I would like your opinion 
on this because one of the big three did 
tell me that they do not want to get into 
this business. "It is finance; we don't 
know what risk we are taking." Does TCS 
want to get into that game, or is ita com- 
pletely different game which you don't 
want to get into? 

Phiroz: From our own perspective, if we 
look at the medium term and not neces- 
sarily the near term, our belief is that 
global outsourcing and the systems inte- 
gration business will be a key element of 
our growth. 

Tony: Including taking over assets and 
people? 

Phiroz: Absolutely. We have done this in 
a small way with Citibank in Japan. We 
actually took over the entire operations 
and insourced 40-50 people. We actually 
got a few Japanese to come and spend 
8-9 months in Kolkata. We are in the 
process of doing that. 

(Kiran Karnik joins the roundtable) 
Tony: Kiran, welcome to the roundtable. 
We have gone over the medium-term 
outlook and are now discussing 
megadeals. 

Kiran Karnik: Just a point on megadeals. 
I was talking to Jerry just before he came 
and he said that he missed a session yes- 
terday because he had an appointment 
with a client. Looking at it from the per- 
spective of a client, I would say that this 
is the sort of service that will be counted 
upon from India. The clients have gone 
beyond the issue ofsize, and after having 
learnt the lessons from the Big Fives, 
they are now looking for more 
personalised help as opposed 
to brand names. Megadeal or 


microdeal is immaterial. 

Tony: If the size of the deal megadeals may not make 
and the number of people in- sense for all software 
volved in these deals become , 

larger, what kind of opposi- companies » 


tion and resistance can we ex- 
pect from within organisa- 
tions and outside against 
outsourcing? 

Jeff: We have that problem... 
But I think one of the things 
that prevails obviously in Citi- 
group is what we can do for 
the overall business. I believe 
that our management tech- 
nique screens out emotional 
involvement and gets down to 
what the real benefit would be 
to the firm. This is the kind of 
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thing that gets the emotions flowing, but | an opportunity for us to take those facts 
I think that we are mature enough to get | and make a very, very strong pitch. Two 


beyond that. 


Tony: But do you think the issue is be- 


coming hotter now? 
Jeff: I think it has gone the other way, in 
my opinion, in the last six months. 


Will: Yes, I think certainly, in the US, itis | 
less and less of an issue. But I think what | 


is very important is that in the European 
geographies, some of the structural bar- 
riers to outsourcing even on a large 
scale, have begun to come down. It was 


impossible to do any kind of major out- 
sourcing deals in France. Same for Ger- | 


many and the UK. But I think there is a 
recognition at the government level, 
there is recognition even at the level of 
labour movements that this is an eco- 
nomic necessity. 

Kiran: Reading the newspapers in the 
US and here, it is more of a hot issue in 
the press here than in the US. 

Will: Just to add to this, Europe is even 
more driven by demographic changes 
where they are going to have to out- 
source huge amounts of work, and the 


only option for them is to really import | 


people or export work. IT enables them 
to export the work. That is the only op- 
tion in declining populations and de- 
creasing working group populations. 

Jerry: For a long time we have pro- 
pounded this theory about fantastic in- 
creases in productivity from going out of 


India. For the first time now, organisa- | 


tions — whether it is a General Electric, 
or a Standard Chartered Bank, or an 
HSBC — are presenting very clear matri- 
ces of different service lines depicting 
what they have actually achieved. So the 
story is now going to be supported by 


some very cold, hard facts. I think there's : 













| years ago, we could make a general pre- 


sentation and show fantastic increases 


| of productivity. But today if go and say, 


this is what General Electric has done; 
look gentlemen, this is how it looks... 

Jeff: I just want to follow up Jerry's point 
because it is really a grey area. In our cus- 
tomer service area we have a system of 
cross-selling. So when the call comes in, 


| we know from the data that we have that 


this is a qualified customer for a certain 
product and we divert that call to our 
customer service agent who is prepared 
to deal not only with whatever request 
he may have, but also present him a 
palate of products that we think that 
customer qualifies for. I am thinking of it 
as an opportunity for India — that call 
could be diverted to any agency and, in 
many cases, the customer would be re- 
ceptive to the message and appreciative 
of the service. And we can deliver at a 
much lower cost by using India-based 
BPO. This is an opportunity. 

Will: Another dimension of what you are 
saying is that it is important for Indian 
companies to be aware of and exploit 
the fact that for the first time US compa- 
nies beyond manufacturing are becom- 
ing more conscious of process struc- 
tures and defining them. Six Sigma has 
had an enormous impact on non-man- 
ufacturing parts of the economy and I 
think you are seeing an attempt at creat- 
ing meterised processes and measured 
results to manage and improve levels of 
efficiency. I think all these things do fac- 
tor in the capabilities of the Indian ser- 
vice community and should be recog- 
nised and exploited because you will be 
able to develop a far more refined matrix 
based on self-analysis. 

Jerry: Twenty-nine out of 40 
SCMM companies in the 
world are in Bangalore. We 
can say so many Six Sigma 
BPO providers, call centres, 
etc., are here or whatever. 
Kiran: And in the whole ITES 
industry, unlike the IT ser- 
vices industry, standards are 
evolving. So there is an oppor- 
tunity for India to take the 


bb ny lead in quality and aggres- 
Clients today are sively evolve the standards in 
looking more at some of these emerging areas. 
ised hel th Some companies are doing a 
personalise eip tater lotto support research initia- 
44 tives in that space. 
than brand names Tony: It has been a very illumi- 
KIRAN KARNIK nating discussion on both the 


opportunities and the prob- 
lems we face. Thank you. E 
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AURIGENE 


P. HARI 


HESE days Norton Peet, chief ex- 

ecutive officer of Aurigene Discov- 

ery Technologies, finds it difficult 

to distinguish between home and 

away. The restaurant in Bangalore 
where he dines reminds him of restau- 
rants in New Jersey in the US, his home 
country. “The food is Italian, the music is 
Frank Sinatra and the waiters are 
Indian,” he says. Indians are numerous 
in his Bangalore office too, as they are in 
the research and development (R&D) di- 
visions of pharmaceutical companies in 
the US. And like in the US, they, too, rub 
shoulders with Americans of var- 
ious descent: European, Korean, 
Jordanian and, of course, Indian. 
“We are a global company," says 
Norton Peet. 

Aurigene, a fully-owned sub- 
sidiary of Dr. Reddy's Laborato- 
ries, was created to discover new 
drugs. Now Bangalore compa- 
nies are novices in this game. The 
multinational pharmaceutical 
company AstraZeneca is build- 
ing a large R&D centre in the city, 
but it was small till two years ago, 
and is certainly not a hiring 
ground immediately. Even large 
pharmaceutical companies like 
Ranbaxy Laboratories and 
Dr. Reddy's have less than a 
decade's experience in drug dis- 
covery, and that too in a few ar- 
eas. A company like Aurigene 
needs people with more than two 
decades of experience. It needs 
highly specialised skills too. So 
Aurigene hired experienced 
Americans and lets them run the 
business while creating drug dis- 
covery experience in Bangalore. 

Peet has assembled a team of 
experienced researchers. Larry 
Hardy now teaches the re- 
searchers methods in biology. 
Hwa-Ok Kim shows them the 
finer points of medicinal chem- 
istry. Antony Malikayil, an Ameri- 
can of Indian origin, guides the 
structural biology group. Norton 
Peet himself provides the overall 
leadership. Another American, 
Andy Keesler, heads business de- 
velopment, but in the company's 
Boston office. In Boston, and 
sometimes in Bangalore, you can 
also find Nigerian and Jordanian 


Aurigene’s Subramaniam (left) 
and Peet: creating a global drug 
discovery company in Bangalore 


Photographs: NAMAS BHOJANI 
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scientists. Aurigene is as international as 
any other drug discovery company in 
the world. 

Set up early last year, Aurigene went 
into overdrive quickly. It now has a 
60,000 sq ft laboratory with 60 scientists 
in Electronics City. This lab can expand 
to 220,000 sq ft with 500 scientists later 
depending on the business. Aurigene 
has invested Rs 50 crore in the first phase 
and its board has cleared another Rs 50 
crore for investment; all funds come 
from Dr. Reddy's. Dr. Reddy's itself has 
invested only Rs 100 crore in drug disco- 
very in the last eight years. It has 250 sci- 
entists working in R&D, but Aurigenes 


scientists can outnumber them quickly. 
G.V. Prasad, chief executive officer of 
Dr. Reddy's, and Swaminathan Subra- 
maniam, now chief operating officer of 
Aurigene, had conceived Aurigene more 
than a year ago. They were keen to hire 
global talent right from the beginning. 
Drug discovery is a risky and expensive 
business; it was important to get the best 
talent on board. But they wanted to hire 
globally for another reason: to give the 
impression that Aurigene was a global 
company. One of Aurigene's businesses 
was to provide drug discovery services 
(the other to discover its own drugs) and 
India's reputation in drug discovery was 
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not particularly good. 

The first job of Prasad and 
Swami was to hire a CEO who was 
experienced, respected and who 
had contacts in the pharmaceuti- 
cal industry They initially 
thought of hiring an American of 
Indian origin who could shift to 
Bangalore. They also met a few 
candidates, but soon realised 
that they had to enlarge the pool. 
“We felt that the CEO must have 
his footprint in the US,” says 
Swami. “We began to think of hir- 
ing Americans.” 

Swami and Prasad met about 
eight candidates, half of them 
Americans of European origin, and fi- 
nally chose Norton Peet. The reputation 
of Dr. Reddy’s helped as Aurigene was an 
unknown company. Norton Peet had 
spent part of his working life in the acad- 
emia and the other part in drug discov- 
ery firms. He was a well-known chemist. 
He knew enough people in the pha- 
rmaceutical industry. Norton Peet was 
earlier vice-president of discovery al- 
liances in ArQule, a drug discovery com- 
pany based in Massachusetts, US. He 
had over two decades of experience — 
including along stint at Aventis as the US 
head of medicinal chemistry — and 55 
patents in his name. Peet was excited by 
the idea of Aurigene. “I had never wor- 
ked in a company with a business model 
like Aurigene. It was a great challenge to 
be based in the US, but have most of the 
company’s scientists thousands of miles 
away in Bangalore," says Peet. 

Aurigene's Boston lab has only 15 
people, but is still well-equipped to do 
research. Although small, this lab is vital 
for the company. Apart from trying to 
discover its own drugs, Aurigene will 
offer drug discovery services to other 
pharmaceutical companies. The Boston 
office will scout for business and do the 
initial science, which will then be scaled 
up in Bangalore. It's a game the informa- 
tion technology (IT) companies have 
mastered. But a drug discovery com- 
pany is trying it for the first time. 

The first task before Peet was to get 
together an experienced team. It was 


AURIGENE 


Team international: 
(Clockwise from top 
left) Larry Hardy, 
global head (biology); 
Antony Malikayil, head 
(structure-based 
design); Hwa-Ok Kim, 
head (medicinal 


chemistry) 


easy to do this for the Boston office; he 
only had to ask some scientists he had 
worked with earlier. Getting experience 
in Bangalore was more difficult. Only a 
few companies were working on drug 
discovery and Dr. Reddy's was the largest 
among them. He couldn't hire from 
Dr. Reddy’s. The only option was to let 
the senior scientists in the US train sci- 
entists in Bangalore. After all, like 
T. Balganesh, head of research at As- 
traZeneca, says: “When we talk about 
experience in drug research, we are talk- 
ing about middle-aged people. It isn't 
easy to persuade such a scientist in the 
US to return to India." 

Peet quickly had his team in place in 


Aurigene is one of its kind. It shows how to 
get global talent to work in India 





A SPECIE 
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Boston. Keesler joined 
first business develop 
ment head. Keesler, a 
Ph.D. with several patents in 
his name, had worked in many 
biotech and pharmaceutical companies 
like Amgen and Aventis. Hardy, Kim and 
Malikayil joined soon. "Norton is an ex- 
cellent chemist and a decent man, says 
Hardy. “I wanted to work with him." 
Hardy, Kim and others were also excited 
about the unusual business model. 

Drug discovery is a multidisciplinary 
activity, with no single discipline being 
more important than any other. The key 
to success lies in integration. Together, 
the Aurigene team is as multidiscipli 
nary as any of its size. Hardy himself has 
worked in several areas. He began with a 
Ph.D. in biochemistry from the Univer- 
sity of California at Berkeley. He subse 
quently worked in biophysics, molecu- 
lar genetics and biochemistry in 
companies like ArQule and institutions 
like the University of California at 5an 
Francisco. He also taught at the Univer- 
sity of Massachusetts Medical School. 
He had studied the structure of anti- 
cancer proteins, worked out how certain 
drugs would behave in the body (called 


ADME assays), led several project teams, 


done technology assessment and so on. 
Kim was director of medicinal and 

organic chemistry at Molecumetics, an- 

other drug discovery company based in 

Seattle. Originally from Korea, Kim had 

spent a decade and a 

half in the US, 
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sis has been brewing for a while, but is reaching epic 

proportions now. The problem is primarily in the busi- 
ness model of the top companies. They had relied heavily ona 
steady supply of new drugs to keep them going. But the new 
drugs aren't coming quickly enough these days. 

Pfizer Inc., for example, made $20.2 billion from just seven 
drugs out of total revenues of $26.9 billion in 2001. The Top 
10 drugs in the world gave $40.2 billion to the pharmaceutical 
== | industry in 2001, out of a total $364.2 billion. Yet, things are 
. j not good beneath the surface. Drug 
development costs are soaring and the 
failure rate is not coming down. 

The pharmaceutical industry mea- 
^| sures R&D productivity in terms of the 

| number of new chemical entities (NCE) 
or drug candidates filed each year. The 
| total number of NCEs filed by the US 
|. industry was 42 in 1998 and 34 in 
2001. The average number of NCEs a 
year for the Top 10 pharmaceutical 
companies is less than one. A pharma- 
ceutical company needs at least 
three a year to sustain itself through 
new drugs. 

Drug development costs have 
soared recently. Developing a new 
drug costs about $800 million. But the average revenue per 
drug is only $265 million in its lifetime. More than 90% of the 
new drugs generate sales of less than $180 million. About 
two-thirds never get any return on investment. It takes too 
long — 13 years — after filing a patent to get a drug out into 
the market. This leaves only seven years before patent expiry 
for a firm to recover the costs of development. The successes 
have to make up for failures too. The fact that many top drugs 
are going off patent does not help. By 2005, 53 of the Top 100 
drugs in 2000 would have gone off patent ($53 billion in com- 
bined sales in the year 2000). So the agenda before the phar- 
maceutical industry is to increase R&D productivity. 


T HE global pharmaceutical industry is in a crisis. This cri- 
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Why India for drug discovery? 


THE GOING GETS 


Development costs spiralling 
to almost $800 million per drug 
Fewer new drugs discovered each 
year despite advanced technology 


Return on investment on new drugs 
not increasing | 


The time required to bring a new 
drug to market still too high (13 yrs) : 


Too many bestselling drugs going — : 
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The pharmaceutical industry has several options, but all of 
them finally do one thing: increase the probability of success. 


discover potential drugs. Pharmaceutical companies screen all 
the molecules they get, running into hundreds of thousands, 
| to see whether they are biologically active. Modern technolo- 
| gies like high throughput screening can sift through several 
hundred thousand in a few weeks. Another 
modern technique, combinatorial chem- 
5. istry, can create thousands of mole- 
cules out a few. These methods were 
ogether supposed to increase the 
| number of new drugs. But they have 
only increased the cost of discovery. 
The reason is clear: blind screen- 
ing is not going to help. One has to 
make an intelligent guess first. Hence, the 
shift to what is now called rational drug 
discovery. In this method, the researcher 
starts with a molecule, usually a protein, 
which could act as a target in the body for 
a drug. Molecular modelling and other 
techniques allow scientists to see whe- 
d -3 thera particular drug candidate can actu- 
ally attack this target. Such an approach 
‘= would reduce the chance of failure. 
However, this method needs a multi- 
| disciplinary approach, which could create a need for large 
| amounts of outsourcing. 
| In the next few years, pharmaceutical companies would 


| 
| 
i 
| 
| For long, the industry has relied on the screening method to 
| 
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| ways as possible and nudge a possible drug candidate along 
the discovery pipeline. They would also look for companies 
which can do this job as cheaply as possible. india is an obvi- 
ous choice. Its scientists are cheap; even the usually expensive 
clinical trials can be done cheaply in India. There is one prob- 
lem: there is no drug discovery experience in India. Once this 


experience builds up, India could become a hot destination for 
, drug discovery as it did for IT. E: | 


learning many subtler points of medici- 
nal chemistry. In particular, he had 
picked up expertise in solid phase syn- 
thesis at Molecumetics. Solid phase syn- 
thesis is the art of using molecules 
attached to a resin to synthesise newer 
varieties. The method is vital to modern 
drug discovery. Few people in India 
know this technique. Kim also brought 
several of his colleagues at Molecumet- 
ics to Aurigene. 
Malikayil was earlier at Hoechst Mar- 
ion Roussel, a pharmaceutical company. 










He had worked extensively on determin- 
ing protein structures using nuclear 
magnetic resonance. Malikavil's exper- 
tise is very useful in Aurigene. One of its 
important goals is to do structure-based 
drug design: look at a drug target (usu- 
ally a protein in the body) and figure out 
what kind of drug would work. Malikavil 
is now based in Bangalore, where he is 
building a structural biology team. 
Hardy and Kim are based in Boston, but 
they travel frequently to Bangalore. Auri- 
gene had coaxed some experienced In- 


dia-born scientists to return to India, but 
there were still a large number of young 
people to be trained in Bangalore. 

Over the years, as experience builds 
up, Aurigene could spawn other compa- 
nies or become the hunting ground for 
other companies. Drug discovery expe- 
rience is also building up in an R&D cen- 
tre at AstraZeneca in Bangalore. Auri- 
gene and AstraZeneca could be pioneers 
in bringing drug discovery to Bangalore, 
like Wipro and Texas Instruments did in 
information technology. a 
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CLOUDS 
AHEAD 


Chairman Dilip Shanghavi has to act 
fast if he wants Sun Pharmaceuticals 





to continue shining 
T. SURENDAR 





HERE’S good news 
and bad news for 
people tracking Sun 800 


The Rising Sun 





.* Public issue 


Pharmaceuticals. 700 of shares 

The good news is that € Acquires MJ Pharma 
it is still India’s fastest grow- ^ 600 |. € Sun begins and Gujarat Lyka 
ing pharma company $00 Oper — € Begins research for 
among the big players. But rad e the US markets 
the bad news is that if Dilip ^ 400 ; 


Shanghavi, the 48-year-old 
chairman and managing 
director of Sun Pharma, 200 
doesn't take quick action, 
this growth could come to a 
halt. Early warnings: sales 0 
growth has declined from 

nearly 3096 in September 


| E s : | | 
2001 to a fifth in December W Net sales (Rs crore) E Net Profits (Rs crore) 


2002. In the same time, 
profit growth has dipped from 50% to 
2076, after hitting a low of 1096. 


Even two years ago, not many would | 


have imagined that Sun could be threat- 
ened by clouds. After all, in the last five 
years, it had averaged a growth of 20% 
every year, twice as much as that of mar- 
ket growth. At about 23%, Sun's profit 
margins were among the best in the in- 
dustry. Coupled with some smart acqui- 
sitions, in a matter of five years, Sun 
jumped from the 19th position in the 


ORG-MARG rankings of pharma firms in | 


the domestic market to fifth spot. 

So what's queered the pitch? The 
growth in the Indian pharma market is 
beginning to taper off. The industry 
growth rates have halved from 15% in 
1997. But, more importantly, competi- 
tors have smartly imitated Sun's strategy 
of copying and launching new drugs 
quickly. Then again, Cipla, which was 
originally the master at the copying 
game, has launched cheap generic ver- 
sions of many well-known drugs, espe- 


Vadodara 
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cially antibiotics. Costing just a fraction 
oftheir branded counterparts, drugs like 
these have hit Sun's price realisations 
across several categories. 


Most other pharma majors like Ran- | 
| baxy Laboratories and Dr. Reddy's Labo- 


ratories (DRL) have responded to the 


price competition by either reducing | 


their dependence on the domestic mar- 
ket or investing in research to help them 
enter developed markets like the US. As 


a result of having invested local profits | 


early into research, more than 5096 of the 
revenue of companies like Ranbaxy and 
DRL come from selling generics to the 
US market. The new income allowed 
these firms to invest further in research. 
In 1996, Sun had hit upon the same 
answers. It planned to set up a research 
centre for finding new chemical entities 
(NCEs), which could turn into potential 


new drugs. But the plan was never exe- | 


cuted because Shanghavi's attention 
was sidetracked by the big opportunity 
in generics. He invested $7.5 million in 


€ Acquires Tamil Nadu 
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Dadha Pharmaceuticals, 
Natco icals and 
Milmet Laboratories 









: 748.03 
US-based : 
Caraco 


buying a 6596 stake in Caraco, a US- 
based loss-making generics company, 
which already had a USFDA (United 
States Food and Drug Administration)- 
approved manufacturing plant. Now, a 
USFDA approval for a manufacturing 
plant takes at least 2-3 years. Chennai- 
based Orchid Pharmaceuticals has been 
trying for over four years for an approval. 
It also saved Sun a lot of money. A similar 
plant in India with approval cost would 
have cost him $18 million. With this ac- 
quisition, Shanghavi could immediately 
start manufacturing for the US market 
from the Caraco plant and catch up with 
the big boys, Ranbaxy and DRL. 

Two years later, the plan backfired. 
Caraco botched up some regulatory fil- 
ings and the USFDA delayed its permis- 
sion to manufacture generics by almost 
two years. Shanghavi was back where he 
began. He kept pouring more money 
into Caraco to keep it running. "Strategi- 
cally, it was a correct decision, but we 
went wrong in execution," he says. 
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SUN PHARMA 


The moot point: where will Suns big 
growth come from in the future? Says 
Mumbai-based pharma company USV's 
managing director Prashant Tewari: 
"This is an interesting situation. Sun has 
an uphill task to keep growing like it did." 
Addsa Nicholas Piramal executive: "This 
is Shanghavi's big test." 

So can Sun stay in the race? That's 
what Shanghavi is hoping. For the past 
one year, he has been working on a new 
gameplan: focus on research (backed by 
a Rs 35-crore kitty). His attention is on 
two new research centres, one in the 
northern surburbs of Mumbai and the 
other on a 16-acre campus in Vadodara. 
Scientists at SPARC, as these research 
centres are called, will focus on new 
chemical entities and and novel drug de- 
livery systems (NDDS) research. 

Not many would have considered 
Mumbai as a venue for a research centre. 
Real estate and manpower costs are 
both prohibitively high. But Shanghavi 
says that some of India's best pharmacy 
colleges are in Mumbai and 7096 of these 
students in these colleges are women. 
Hefound that most of them married and 
settled down in Mumbai but stayed at 
home as there were few job opportuni- 
ties. He plans to hire them to do clinical 
development at the 75,000 sq ft research 
centre coming up in Andheri. Says 
Shanghavi: "We are preparing for the 
next decade. By 2010, we expect a sub- 


-stantial portion of our income to come 


SANJIT KUNDU 


from our own intellectual property." 
Fortunately for Shanghavi, the $58- 


Cipla's Amar Lulla says that the Indian 
market will be largely generic after 2005 





million losses at Caraco have been 
stemmed. Caraco now has positive cash 
flow from its business. And Shanghavi 
can now think of ramping up the US 
business. He expects that his interna- 
tional sales should move up to 30% of to- 
tal sales (currently 14%) in the next 2-3 
years. Much ofthis will come on the back 
of sales of active pharmaceutical ingre- 
dients (API) to Caraco in the US. Shang- 
havi also expects to have some winners. 
In the US, generics are a very competi- 
tive market. Most generic firms try to 
copy blockbuster drugs as they expect 
volumes to cover the low cost of gener- 
ics. There are, however, some products 
where technology or the cost of putting a 
drug in the market stop generic compa- 
nies from copying the product. For ex- 
ample, Takeda-Abbott's Lupron Depot, a 
$1-billion annual sales drug for prostate 
cancer is yet to find any generic com- 
petitor. That's because this drug, which 
is released over a month, requires exten- 
sive bio-studies that can cost over $20 
million. On the other hand, launching 
any average generic drug will cost just $1 
million. Shanghavi says he will work on 
products that are usually shunned by 
other generic firms. Says a Wockhardt 
research executive: "The trick lies in 
searching for these gems. There are lots 
of them lying around." 

If the differentiation strategy works, 
Shanghavi says he will think of adopting 
the same approach for the Indian mar- 
ket too. But, so far, Sun has stuck to its 
old game: quickly launch a range of new 
drugs, sometimes even at the cost of de- 
veloping its existing brands. Says Shang- 
havi: "I realise the strategy of differentia- 
tion can work even now. But why should 
I do it when I can make more money 
launching new drugs?” Over time, 
Shanghavi says he found additional 
growth from new products was better 
than the lost sales from old products. 
Annually, new products contributed as 
much as 6% of Sun's 20% topline growth. 
This is, of course, in line with ORG's De- 
cember 2002 statistics, which also show 
that new products launched during the 
year contributed to a third of the total 
market growth. 

But now, with the market growth be- 
ginning to plateau, Sun's new product 
machine could run into a roadblock. 
That's why the company will be forced to 
change tack. As Cipla's executive direc- 
tor Amar Lulla says: "Companies will 
have to evolve new strategies quickly as 
this prospect will die down sooner or 
later." Shanghavi, too, is aware that re- 
search-led innovation holds the key to 
the future. For the short term, he will 


Shanghavi's 
Pill For Growth 









. Continue launching new products in 





6 Position the company as an attractive 
. licensing partner for European and 
American companies to work with 





@ Invest st $8 million i in two new research 
facilities i in Mumbai and Vadodara 


@ Increased focus on novel drug delivery 
systems and new products 


@ New strategy to shift away from low-cost, 
ceca generics to high- technology 
generics 


continue to search for new products so 
that it keeps the cash flows intact. 

In line with his generics strategy for 
the US market, Shanghavi feels that 
there are many off-patent products 
around the world that are not available 


| in India. Again, since many of them are 


difficult to copy or even a mite too ex- 
pensive to make, few Indian firms are 
willing to spend their resources to estab- 
lish these products. That's the opportu- 
nity Sun is sifting out. For instance, from 
2002, it has begun selling the prostate 
cancer product branded Lupride Depot 
in India. Sales have already crossed Rs 2 
crore. Sun could well be taking a leaf out 
of British multinational Reckitt Benck- 
iser's book. A few years ago, it reposi- 
tioned an old product, Gaviscon, as an 
OTC digestive that is a big success today. 
There could be another benefit in 
Suns strategy of quickly launching new 
drugs in select therapeutic segments like 
psychiatry or neurology. By virtue of be- 
ing leaders in therapeutic segments, Sun 
may well be the partner of choice for 
speciality drug firms that want to launch 
products in these segments. Says an an- 
alyst: "Sun doesn't have many choices in 
the domestic market. It should go after 
every rupee it can make out of it." 
Shanghavi certainly needs the hard 
cash. Right now to sink into the new re- 
search facility and later to keep it run- 
ning. The returns from these invest- 
ments are not going to come in a hurry. It 
may be a delicate balancing act. But 
then, if it has to continue shining, Sun 
doesn’t have too much ofa choice. W 
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Candidates with 2 year full-time PG qualifications : 
like PGDBA/MBA/MMS/ME/MTech/MCom/ 
MA [Eco)/MSc (Maths)/MSc (Stats) ete, 


CFAs/CAs/CWAs/CSs 


MTP is organized into 3 modules, 
6 semesters spread over 3 years 






Unique opportunity to simultaneously pursue 
and complete the Ph.D Program 














Candidates with any other PG qualificati 
Financial Aid of Rs.9 lakhs in the form of : (relevant fo management) are also eligibh 

a) Tution Fee Wavier : Rs.3.6 lakhs (3 years) In addition, all the condidates should have i 
b) Monthly Stipend : obtained first division in their graduation and” 


e First Year : Rs.12,000 per month rs OAO - 



















e Second Year : Rs.15,000 per month cA 
s fud oos : Rs.18,000 per month Based on Research Aptitude Test 
(RAPT) 2003 and Interviews. 
Intensive Learning through Class Room RAPT 2003 on April 13, 2003 






Instruction, Case Studies, Workshops, Lab-Sessions, 


at 52 Test Centers all over India 
Internships and Institutional Development 


Classes from August 1, 2003. 







Placements : All candidates who successfully 
complete MTP and Ph.D will be absorbed by the 
ICFAI University and its constituents as faculty Last date for Submission of Application : 
members as per UGC Scales March 31, 2003. 



















For Prospectus & Application: Please send Rs.900 by DD in favour of "ICFAI University 
fj) A/c IMT”, payable at Hyderabad (Kindly write your complete name & address at the back of the DD) to: 
| The Admissions Officer (MTP), The ICFAI Institute for Management Teachers (HMT), 38, 


Nagarjuna Hills, Punjagutta, Hyderabad 500082. Tel (Off): 040-23350530, 23350543 Fax : 040-23350543; 
Email : iimt@icfai.org 





Visit us at : www.icfai.org/iimt for Prospectus and online Registration | 
Prospectus & Application (Rs.900) also available by Cash/DD at ICFAI University Study Centers ——— 
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eel like you are being buried under an avalanche of 

information? Well, you aren't imagining it! There's an 

explosion of paper-based and electronic information taking 
place and its growing every second. No wonder then that 
companies are intimidated by the chaos at work place. But how do 
successful companies thrive in chaos? 


For starters, going digital and working out of smart offices is the 
way out. It’s not just about using efficient multi-function devices 
but about having a completely digital work flow and a 
collaborative work environment. So you have electronic 
whiteboards, ultra light digital projectors, IP phones, digital 
photocopiers and so on. 


The traditional stand-alone peripheral devices (printers, scanners, 
copiers, fax) market now faces a challenge from another quarter, 
multi-functional devices (MFDs), or all-in-ones. With a 
phenomenal growth rate of about 60-70 per cent, the MFD market 
might well be the silver lining in an otherwise damp peripherals 
market. According to experts, though the MFD market currently is 
in a nascent stage, as it grows in volumes over the next few years it 
could eat into the pie where traditional stand-alone devices play 
today. 


The increasing popularity of multi-functional devices can be 
considered from the growth that this market has witnessed in the 
last 1-2 years. According to IDC, while the inkjet MFDmarket in 
India has been growing at over 100 percent, the growth in the laser 
MED segment has been in the range of about 60-75 percent, though 
not very large in unit terms. Currently worth Rs 70-80 crore, this 
market is estimated to attain a size of Rs 150-200 crore by the year 
2003, thereby growing at the rate of around 60 per cent. 


One of the most significant factors operating in favour of MFDs is 
the advantage that these devices have over stand-alone devices in 
terms of a corresponding cost and feature ratio. 


Digital photocopiers: Multi-function devices are good, but if you 





are still stuck on analog systems, that’s what might be acting as a 
bottleneck. Analog photocopiers use advanced photographic 
hardware to take a picture(s) of the image to be duplicated. Analog 
type photocopiers typically are larger, noisier, require more 
frequent maintenance and are more susceptible to document 
jamming. 


Move over—its time to go on a digital over drive. This is no flash 
photography gone digital, where you store pictures on memory 
cards but a complete overhaul of what you might have known as 
‘office’. 

Digital photocopiers are networkable and therefore considered 
multipurpose and multitasking technology unlike the 
multipurpose analog photocopier. With digital copiers, should the 
network ever be interrupted, they can then operate in a ‘standalone 
walk-up’ mode. 


One of the most notable advantages of digital photocopiers is their 
ability to reproduce images in pixel format, gradations or 
grayscales (photos, newspaper clippings, art work). Digital 
photocopiers can more easily manipulate an image (zoom, 
reduction) and have a greater ability to magnify an image beyond 
the 200 per cent limit of an analog copier. 


Digital photocopiers cut down on the wear and tear of the internal 
mechanical components as well as greatly reduce the energy 
needed to produce photocopies. 


Workplace productivity studies have estimated that employees on 
an average spend approximately 60 per cent of their time handling 
documents (scanning, faxing, photocopying) and that by 
networking each of those separate technology components would 
increase overall employee efficiency and free up time for other 
more important tasks needed by the organization. 


Because MFD’s have internal memory, they are capable of storing 
and queuing jobs both on-line and in walk-up mode that will 
eliminate the instance of employees waiting to use the photocopier. 
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Digital = Multi-functional Device 


T. Print * Copy * Fax * Scan 














Management Suite of software delivers this 





allows organisations to operate a completely paperless fax : 


| - el M workplaces ,everyone | The Paperless Fax feature of the Document Management Suite - 
nominated fax monitor on the network-all without the need for 






range at tailor-made aioi for today’ S demanding Tem 
needs...” Anil Arora, Marketing Manager 


combining pages from other applications and printing them 





SPECIAL SECTION | 


management system it allows you to see into all 
relevant databases, including your own hard- 
drive, and provides sophisticated editing, - 
management and distribution of your 
documents. Documents can be easily searched 
and transferred between databases for quick 1 
access and enhanced productivity. ; 
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environment. Incoming faxes received at the MFD are 
automatically routed to specific users or sent directly to a 


hardcopy print output (thus saves precious time _ 
and enhances productivity). Every fax can then — i 
be categorised and saved to the Document 4 
Management Suite database, enabling easy  - 
keyword searching and retrieval via the  - 
. | integrated search engine. | 


- The Batch Printing -it is now possible to create 
professional looking masters documents by temporarily 


, 
? 


with consistent, common formatting, including header and 
footer information. This feature supports up to 200 file types 
such as doc, xls, JPEG, pdf and html for maximum flexibility — 
and productivity. 

A Centralised Network Management software allows you to 
monitor and manage printing devices easier than ever before. 
Everything you need to know about your network 
printers(toner/ paper availability, remote diagnosis) or your 
print jobs can be actioned from your desktop. Effortless, 
efficient and easy to use, CNM is the answer for real time 
network printing management both for users and 
administrators. It can grasp the print counts for each user to 
control / monitor usage of printer to curtail printing costs. 


Gestetner 


TOTAL DOCUMENT SOLUTIONS 
Leading the Industry in Digital Conversion 
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They have an attractive job build function that allows the user to | 
scan and store several documents of varying paper sizes and with | 


unique copying specifications before running the job. Digital 
photocopy technology allows the on-line user to preview their 
programmed copy job before sending it to print which will 
undoubtedly, over time, reduce paper waste. 


station. 


The protocol for retrieving documents will also change which will 
require greater cooperation between user departments to safeguard 
documents from other department's and a defined procedure for 


copying confidential and privileged information on the networked | 


copier. 


Xerox s Document Centre 500 Series, a new generation of digital 


multi-function systems caters to the needs of small to large | 


corporates, government and the print-for-pay segment and helps 
boost productivity with job processing speeds that are up to three 
times faster than competitive products. 


The Xerox Document Centre 500 series is available in black & white 
print speeds of 35 prints per minute (ppm), 45 ppm and 55 ppm and 
priced between Rs 4 lakh to Rs 11 lakh. Xerox Document Centre 500 
series have a modular design with footprint as much as 40 per cent 
smaller than older models, saving valuable office floor space. 


These new generation copiers, offered by Xerox, Canon, Gestetner, | 
. Its smart office concept is enshrined in what it calls the New World 


HP, Samsung among others allow customers to print, copy, scan and 
fax with superior levels of output at speeds that are engineered to 
cater to the demands of a highly networked organisation. 


The capabilities of such multi-function office automation solutions | 


include: 


e Scan once print many. This reduces noise levels, protects 
delicate, originals and enables electronic rotate sorting. 


* Electronic job building—this lets you store documents into 


memory and combine sheet book, simplexed and duplexed into | 


high-quality originals. 
* Standard Add Job—allows programming and scanning of 
multiple jobs into memory while copying or printing 


image rotation, image over lay, booklet 
mode, rotate, sort, page numbering and 
more. 

e Expanded output and finishing options 
with 2,000 to 3,000 sheet finishers with 
single, dual or multiple position stapling 
easily creates finished documents. 
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Smart Phones: 
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generation technology that is changing the way organisations 
communicate. 


Explains Manish Sablok, national marketing manager, Enterprise 


. Class IP Solutions (ECLIPS), Tata Telecom: "through the unification 
. of voice and data networks, IP telephony enables all types of 
, communications—audio, video and data, wired and wireless 
The combining of tasks streamlines workflow and cuts down on the. 
number of steps needed to process documents. Significant changes | 
in the existing workflow will consequently require a shift in | 
employee work habits and a stronger reliance on personal | 


: A EC , , o k | i 3 P . 
work/offüce space asthe individual employee's primary wor _ IP telephony is a step towards the next generation communication 


voice—run over a single IP network. IP telephony bring higher 
mobility to employees. Employees can initiate and receive phone 
calls via phone, laptop or any device they choose from anywhere, 
home or on the road.” 


networks, eliminating boundaries between systems, software and 


_ Services and opening up the door to more flexible and effective 


communication within the enterprise as well as between the 
enterprise and its customers. 


In order to offer high quality, end-to-end products and solutions, 
Tata Telecom has an ecosystem of partners. It has alliances with 
Polycom, a leading video-conferencing solutions provider, with 
Nice, the Israel based customer experience management specialist, 
with several application development partners including Servion 
and NIIT, among others. 


_ Smart offices: Says Manoj Chugh, president, India & SAARC, Cisco 


India: "our philosophy has been to create positive work 
environment for its employees keeping in line with changing market 
needs that impact work styles. The NWW concept focuses on 
enhancing employee productivity by catering to the working styles 
of different individuals." 


Workplace (NWW). Its first such office in India at Mumbai provides 
for a variety of work spaces for use of mobile and visiting staff— 
namely, Just in Time offices, Unassigned work Stations, Quiet 
rooms, Prayer room, Collaboration Areas and Touchdowns. The use 


. of digital devices for work enhances anywhere, anytime work 


choices. 

The other technologies supporting NWW include VPN or Virtual 
Private Networking (high speed access from home) and WRT (web- 
based desk reservation system). This concept has been implemented 
in over 80 offices across the globe. 


So, what would your smart office look like? Multi-function digital 


. devices, smart phones, hassle free access on wired and wireless 
e Digital features include: image reverse, image combination, . 


devices, easy user interfaces helping companies run more efficiently 

; and productively. Whether 
you are a small one-man 
office operation or a multi- 
location several thousand 
employee team, you got to 
get the office geared to 
efficient delivery with the 
array of smart devices. 
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ow do you manage communication 
needs across 27 venues, install 10,000 
communication devices, 40,000 


network connections—all this to complete, 


"ECLIPS is 


revenue and 





provides anytime, 





network access to 


MANISH SABLOK 
National Marketing Manager 
-ECLIPS 


on an average, 100,000 calls daily? These are 
not numbers out of the blue. These are from 
the FIFA World Cup 2002 and reflect how 
converged communication was achieved for 
the world's most popular sporting event 
held in Japan and Korea. 


continuity." 


This network that Avaya— a US based 


designed to help - 
enterprises grow | 


reduce costs, This | 
powerful solution | 


anywhere, | 


Converged Networks 


access to maximize business continuity.” 


No matter what your communications 
requirements entail, ECLIPS can help you 
navigate the complexity, anticipate potential 
breakdowns and barriers, and implement 


your business strategies, quickly, efficiently | 


and cost-effectively. 


Tata Telecom’s ECLIPS enables enterprises 
to start enjoying converged business 
solutions such as enhanced contact centers, 
multimedia messaging, and unified 


, messaging today while leveraging their 


maximize business 


existing base of telephony equipment. 


| ECLIPS also allows enterprises to IP-enable 
| existing Definity PBX's, deploy IP-PBX's at 


communications systems major—built for | 
the month long event, eventually delivered 
an incredible 99.999 per cent up-time and | 
saved the organisers over $200,000 in . 
communication costs. It was enabled by | 


Avaya's converged voice and data 


infrastructure called Enterprise Class | 


Internet Protocol Solutions (ECLIPS). 


Closer home, Tata Telecom, joint venture 
between Avaya and the Tata Group, offers 
ECLIPS to corporates in India. Just in the last 
six months Tata Telecom has offered ECLIPS 
solutions to fulfil communication needs of 


new branch offices, extend IP telephony 


services to remote workers, and implement | 


IP contact centers. 


This in turn means that users can become 
more mobile and more productive. So, who 


all can benefit from Tata Telecom's solution? | 


Says Sablok: "from small office home office 
(SOHO) to medium and 


ECLIPS. SOHO could be a unit of a big office 


in a remote location to whom the head office | 


can offer seamless access to applications." 


And the advantages of such converged 





| networks are not far to see. 
Fo. starters, 
lid makes 


companies like BPO majors Daksh, 
Convergys, Spectramind, GE, institutes like | 
the Indian School of Business, Hyderabad | 


and many others. 


Says Manish Sablok, national marketing | 
manager—ECLIPS, Tata Telecom: “ECLIPS ` 
is designed to help enterprises grow revenue . 
and reduce costs. This powerful solution | 
provides anytime, anywhere, network | 
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TELECOM 
A TATA & AVAYA Company 





large | 
organisations—all can take advantages of | 





working more efficient. It also results in 
huge cost savings. Explaining this, Sablok 
says: "The Total Cost of Ownership (TCO) 
goes down as there is no duplication of 
resources like cables, switches, routers. Also, 
intra-office communication on packets (IP 
networks) is far easier to manage than on 
PSTN networks. The costs also come down 
as it is cheaper to maintain—you need 
manpower to oversee one network rather 
than multiple voice and data networks." 
Sablok estimates that it will be 30 per cent to 
40 per cent cheaper to maintain a converged 
network enabled by ECLIPS. 


Tata Telecom has been offering this solution 
for the last one year but the real push has 


MARKET ENGINEERING AWARD PRESENTATION CEREMONY 





Frost & Sullivan Market Engineering Award for Market Leadership in 
-CRM Market & Marketing Strategy Award in Enterprise Voice 
Equipment Market 


Niru Mehta, Vice Chairman, Tata Telecom receives the award from 
Anand Rangachary, Dy Director F&S 






| come in the last six months. It has over 20 


clients and for the period ended March 2003 
the revenues from this were Rs 45 crore. The 
company intends to double it in 2003-04. 
Such networks are seeing growth rates of 
100 per cent. 


Tata Telecom is suitably placed to offer the 
converged services to the market as 75 per 
cent of India's top business houses are 
already using Tata Telecom’s business 
communication solutions. 


In the final analysis your organization's 
success depends on your ability to adapt to 
the constant changes of the business world. 
ECLIPS is not only the answer to this but 
also reduces costs while increasing 


| efficiency and productivity. 
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erox’s Document Centre 500 Series, a new 
Xe of digital multifunction systems caters 
to the needs of small to large corporates, 
government and the print-for-pay segment and helps 


boost productivity with job processing speeds that are up 
to three times faster than competitive products. 


The Xerox Document Centre 500 Series is available in 
Black and White print speeds of 35ppm (print per 
minute), 45 ppm and 55ppm and is priced at Rs. 4 to 11 


well as standard features to cut office costs and boost 
productivity. 


e Internet fax option that enable users to send hardcopy 
documents over the Internet, avoiding telephone 
costs. 


è Image overwrite security option to help system 
administrators protect the confidentiality of their 
office documents by erasing print and scan jobs from 


Smart Office Solutions 


lakhs. With the Indian 
market evolving and 
customers demanding end- 
to-end solutions for 
document management 
needs, Document Centre 500 
Series will allow customers 


Xerox's Document Centre 500 Series, a new 
generation of digital multi-function systems 
caters to the needs of small to large 
corporates, government and the print-for- 
pay segment and helps boost productivity 
with job processing speeds that are up to 
three times faster than competitive products. 


the system's hard drive. 


@Expanded output and 
finishing options include an 
offsetting catch tray and a 
2,000-sheet finisher with 
single or dual multi-position 


to print, copy, scan and fax 

with superior levels of output at speeds that are 
engineered to cater to the demands of a highly networked 
organization. 


Like all Xerox Document Centre systems, Document 
Centre 500 Series is engineered to perform all steps of the 
printing process at once - receiving, processing and 
printing one job after another without pausing - which is 
one reason it is more productive than competitive 
products. For example, a person who walks up to make a 
quick copy, doesn’t have to wait for a printing, faxing or 
scanning job to conclude to enable him make his copy. 


The Document Centre 500 provides offers the crispest 
document quality with true 600 x 600 dots-per-inch 
resolution and up to 1800 dpi emulated 

print resolution with drivers that 

are Microsoft-certified for all the 
latest Windows environments 
thus making it fully 
compatible. It has optional 
features that enable buyers 

to customize the system 

for their requirements, as 
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THE DOCUMENT COMPANY 


XEROX. 


stapling and hole punching. 


e Modular design with footprint as much as 40 percent 
smaller than older models, saving valuable office floor 
space. 


e Customer replaceable modules enable customers to 
replace equipment parts such as imaging and fuser 
cartridges, 







eliminating 

downtime 

associated Xerox Document Centre® 
with service 555/545/535 
safii Digital Multifunction Systems 


New Multifunction system from Xerox 
supercharges office Productivity, Processed Jobs 
up to three times faster 





The smart office 
just got intelligent. 


Presenting the newest members 
of the Xerox Document Centre? family. 







rox Document Centre® 


77855/545/535 


Digital Multifunction Systems 






Today is the age of the Xerox Document Centre* 500 series. not only simplify document management, but also reduce 
A system that boasts of the skills and expertise that can overhead costs, enable larger workgroups and enhance 
turn around the way work is done in your office. A system productivity. A multitasking, multifunction system that's 
that incorporates software and user friendly features that not really an office machine. It's part of the office. 


THE DOCUMENT COMPANY 
s Print = Copy = Scan = 55/45/35 ppm * E-mail = Network enabled 
a Large workgroup compatibility = Smallest footprint = Wireless X F [2 OX 
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inkwell Telesystems Private Limited established 
in 1993 as First 
Company promoted and establoished by Mr. A. 


Generation Entreprenual 


Krishna Prasad. Taking the advantage of liberalized | 
economy and Telecom Policy of 1994, have ventured | 


into manufacturing and marketing of PCO (payphone) 


products in India, with a vision of excelling the best 








Krishna Prasad, M.D receiving R&D FAPPLI award from Chief Minister Shri Chandra Babu Naidu, 


“Technology Feature Based” product. From single PCO 
monitor it has today expanded to multi range of PCO 
(Payphone) products under brand “VISIONTEK”. With 
specialization in telecom terminal products, Linkwell 
spread its base to every nook and corner of India with 
customer base of 1 Lakh +. 


Visiontek Products can be divided into the following 
type PCO (Payphone products), SOHO (small office 
pome office), e application based telecom terminal - 
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Single line numeric based telepl 
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Linlcwell - Pioneer in 
Telecom Products 


payment Terminal, Banking Terminals for its Telecom 


Terminal products. 


LINKWELLU's Products ranges both Wire line (fixed line) 
and wireless like GSM and CDMA. VISIONTEK has 
launched its first GSM based PCO Billing Machine in 
India. VISIONTEK range of products are designed in 


|, house DSIR recognized R&D in Hyderabad with 
| manufacturing facilities to meet the global standards. 


With total sales of 50 Crores in 2001-02, Linkwell has 
maintained substantial growth and retained its position 
as No.1 manufacturer of PCO (Payphone) products in 


| India. LINKWELL has successfully entered in to Global 


Market and has established market bases in FAREAST, 
SAARC countries and now expanding to AFRICAN 
markets. International sales have increased 20% to 
previous year. 


Taking the expansion of domestic market in India 
Linkwell has targeted the Private basic operators and 
worked closely in this segment. Linkwell has also 
participated in the project VPT (Village Public 
Telephone) with TATA Teleservices in Andhra Pradesh 
and also provided the customized requirement solution 
to their Payphone market with its range of PCO 
products. Linkwell is also working closely with all basic 
operators to deliver their customized requirements by 
sharing its experiences. 


In order to support its operations, Linkwell has opened 





| their own branches in major cities (i ON all metros) 





the most 








hable > prod ct 





ces with true 
§ departments like 


















VISICINTEK 4f 


Á Clarity. 
! Convenience. 
Class. 


Easyfix 104-624 
PBX 


' Save 15% on STDs = Auto redial 
' Prints called station name 

Built-in battery and SMDR 

With Intel Chip = Remote programming 
Auto Fax detection 

Local 200 km radius lock 

Special Tele-monitoring Software 


Thermal fax machine 


See “thru” fax 
Fastest 
Clearest 
Caller ID 








Visiontek PCO 3 
\ The foundation of your business depends on Clarity, Convenience and Class. These are also the three things that form the 
l & guiding principles for R & D in developing any Linkwell product. 
| 


Linkwell, over a decade, has achieved a leadership position in the area of end-user communication solutions. Committed 
to technology and perfection, we put in 100% to provide the best to the customer. We have a dedicated R&D 
division, which has been awarded the prestigious ELCINA award and has also been recognised by FAPCCI 
as the Best Technological Development Company in R&D. Our state-of-the-art Visiontek products include 

Pay Phones, PCO Monitors, LPCO's, FCT. EPABXes and FAX machines. 





Least Cost Router Apart from that, we have developed Least Cost Routers, VOIP products 
and GSM Modem. 





GSM Auto Router 
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PDA is one of the most delectable gadgets you would 
have ever come across. It is slick, powerful — and 
slips into your pocket. And yet, it has never been a 
for-the-masses product. A bit of a paradox really, but 
typical PDA users are people who have already had a 
good taste of mobility with their laptops. For them, it is just 
an improvement. To people who have been using a PC, the 
benefits of a PDA are not in the least obvious. 

In India, where the population of laptop users is rela- 
tively small, handhelds barely have a foothold, so to speak. 
PDA companies have only recently started launching prod- 
ucts here and that too for a market that doesn't know a lot 
about them. The world over, the handheld industry has had 
its own troubles through the terror year and the economic 
slump that followed. 

Atthe same time though, there's been no end to 
the innovations being made to these gadgets. 
Handheld manufacturers are adding multimedia, 
wireless and Internet functionality, more powerful 
processing and better operating systems to their 
products. And what's more, the new handhelds 
consume less power. To top it all, there is a wider 
range of products at lower prices. The handheld 
market is not dominated by just one player any 
longer, so if you want to buy one, there are 
plenty of options available. 

If that isnt enough to get more users 
hooked on, what is? 

Recently, technology research firm In- 
Stat/MDR said that the PDA market may 
have slowed down in 2002, but it is now 
poised for big time growth — not just in 
2003, but right through until 2007. And that 
too at a whopping CAGR (compounded an- 
nual growth rate) of 18%. Anyone inter- 
ested in this research report can get it at 
http://www.instat.com/. If the PDA companies try 
and increase awareness among potential users or demon- 
strate specific uses of these handy gadgets, more people 
would buy them. 

An interesting handheld device that was launched re- 
cently is the Toshiba Pocket PC e330. This is really an en- 
hanced version of Toshiba's previous model — the e310. 
The e330 has a new and improved Intel architecture for 
Pocket PCs based on XScale technology, which is designed 
to optimise power consumption and performance for wire- 
less and networking applications. It uses the PXA250 
processor running at 300MHz and Microsoft's Pocket PC 
2002 operating system. 

The Pocket PC has 64Mb onboard SDRAM and 32Mb 
CMOS Flash ROM. Additional memory can be added to the 





A PC IN YOUR POCKET 


Toshiba Pocket PC e330: 
power-packed 
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Secure Digital card slot. You can even connect a USB key- 
board or other USB devices to the Pocket PC using an op- 
tional USB host cable. 

The e330 has a nice and sharp 3.5" TFT reflective colour 
scratch-proof LCD screen that supports 240x320 resolution 
and 64,000 colours. You can also control the backlighting. 
But it shows a bit of shadow on the top even when it's 
slightly tilted. It runs on alithium ion battery, which is pretty 
efficient and gives good back-up time. And you can 
recharge the batteries without using its cradle. 

For a Windows user, the Pocket PC is quite intuitive. 
Theres the familiar Start menu button and pocket versions 
of Windows applications — Pocket Excel, Word, Outlook, 
Windows Media Player, and Internet Explorer. With a Palm, 
you use Graffiti — the software that helps you input text in 

your writing. With Pocket PCs, you can use 
the QWERTY software keyboard or settle 
for predictive text, where the device tries to 
guess what word you may be typing, and 
gives you the options based on that. You 
can also train it to learn how you write. 
Plus, unlike in Palm devices where the 
keypad is separate from the LCD panel, 
here, itis a part of it. So you can pop up the 
keypad area whenever you want to write 
something, or hide it to get more working 
area on the panel when you don't need it. You 
can even use the Pocket PC to record voice 
-. notes in Notes, Calendar, Schedule and even 


speakers that sound quite like a pocket ral. 
et: tion, ithasa scroll button and four 
E. "quick access buttons for Calendar, 
lasks, Home and Contacts. 


| Dort. Infrared depends on line-of-sight, of course, 

andis now not half as desirable when you know that 
Bluetooth is around. This model can be Bluetooth-enabled 
with an optional (add that to your bill) Secure Digital card. 
But apart from that, synchronising the e330 with a PC is 
fairly straightforward and fast, and you have to install MS 
Outlook and Activesync to do so. The cradle connects to a 
USB port. 

Overall, it is a great performer and is worth checking out 
ifyou're in the market for a PDA. But the price can be a bit of 
a dampener — at Rs 32,999, the e330 gets restricted to the 
high-end users. 


Mala Bhargava is with Cyber Media (India) and edits 
Computers@Home. You can email her at malab@cmil.com. 
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LATHA JISHNU 


OME books, by their timing more 

than anything else, become the 

defining work of a culture, of an 

era, of a movement. So has 

Naomi's Klein's No Logo that was 
published in early 2000, just weeks after 
Seattle erupted over the World Trade Or- 
ganization summit. It has become the 
manifesto of the global disaffected, the 
millions that pour out on the streets, 
protesting against everything from re- 
pressive governments, iniquitous trade 
rules, sweatshops, hormone-laced beef 
to privatisation of education. 

The result of four years of research, 
the book was a sharp indictment of the 
big brands. Klein's thesis was that com- 
panies had moved away from churning 
out mere products to marketing aspi- 
rations, images and lifestyles and were 
thus controlling peoples lives in insidi- 
ous ways. She also put under the scan- | 
ner the dubious methods adopted by | 
the big brands — sweatshops in Third | 
World countries, advertising in school 
lavatories and special concessions in 
youth cafeterias. 

No Logo was a sellout, and earned 
critical acclaim for Klein. She was de- 
scribed by The Times of London as | 
“probably the most influential person 
under the age of 35”. That was no exag- 
geration because the scourge of the cor- 
porate world had willy-nilly become a 
spokesperson for the vast ‘anti-globali- 
sation movement’. Even her worst crit- 
ics, some of whom have been shrill in 
their denunciation of the brand basher, 
were forced, as The Economist was, to 
admit that it was the first time since 
Vance Packard’s 1957 classic, The Hid- 
den Persuaders, that a book had stirred 





The Virgin Primers 


IRGIN group chairman Richard Branson writes 
V in the foreword to the Virgin Business Guides 

(Dolphin Press) that he feels odd writing a fore- 
word to this series because he has not always done ' 
business by the book. So why, you may ask, should 4 
you? For starters, we are not all Bransons and could «afi: 
do with some help on how to run a business better. “ , 
Besides, these come as a package deal:fivebooks(Rs990 ~$ 
for a boxed set) that cover the essentials, and are easy read- 
ing to boot, for beginners or small businesses. The topics in- 
clude what marketing strategies can make a difference, how you 
can make a profit through e-commerce, how to make your busi- 


ness more fit, how to write business plans and branding strate- 


gies for small businesses. The guides have been created with the 
help of Warwick Business School, which has done research on 
entrepreneurship and worked with start-up companies. 





up so much opposition to marketing. 
The book also pitchforked the Cana- 
dian journalist into the very heart of the 
activism which she had captured while 
cutting through the brandscape of Cor- 
porate America. In Fences And Windows, 
which she insists is not a follow-up, she — 
reports from the frontlines of the battle 
against ‘globalisation’ that entered the 
mainstream about the same time as her 













The Return Of The 


first book. Collected in this volume are 
her speeches and reports filed over a 
two-year period when she travelled to 22 
countries where protesters have been in 


FENCES AND full cry. Along with the familiar reports of 

the battles that raged on the streets of 
WINDOWS Prague, Genoa and Quebec, are the less- 
By Naomi Klein documented accounts, such as her en- 
LeftWord counters with the huge squatter 
Pages: 267; colonies of Rome and ‘liberation strug- 
price: Rs 150 gles’ in Latin America. 


The most fascinating of these is 
Klein’s report on the Zapatista National 
Liberation Army in Mexico, which is led 
by subcomandante Marcos, the faceless 
face — he is always in a black woollen 
mask — of the revolution. An iconic fig- 

. ure, Marcos is, perhaps, most symbolic 
ofthe seemingly chaotic nature ofthe re- 
bellions that Klein chronicles. He is a 
Marxist intellectual who has been forced 
to give up much of his ideology — inci- 
dentally, a strong anti-Left thread runs 
through all the struggles captured here 
— in order to become an accepted 
| leader of the Mayan Indians in Chiapas, 


O how do you extract coherence from a movement filled with anarchists, whose 

greatest tactical strength so far has been its similarity to a swarm of mosqui- 
toes? Maybe as with the Internet, the best approach is to learn to surf the struc- 
tures that are emerging organically... When critics say that the protesters lack vi- 
sion, they are really objecting to a lack of an overarching revolutionary 
philosophy... It is to this young movement's credit that it has rejected everyone's 
generously donated manifesto, holding out for an acceptably democratic, represen- 
tative process to take its resistance to the next stage. 


Do Something Different by Jurgen Wolff, who publishes 
a newsletter on creativity in business and has written 
scripts for film and television, is a storehouse of case 

studies. In fact, what makes all these books readable 

are the case studies they carry. little e, Big Com- 

. merce by Timothy Cumming, who runs an e- 

commerce agency for small and large busi- 
nesses, has lots of checklists for online businesses 
and illustrations that make understanding cyber- 
space easy. Consultant Robert Craven compiles 
^ proven techniques that help 'transform businesses 

. into powerhouses’ in Kick-Start Your Business. Venture capi- 


“to el 
> 


talist Paul Barrow gives comprehensive advice on how to write 


good business plans in The Best-Laid Business Plans. In the las! 
of the series, It's Not About Size, brand consultant Paul Dickin: 
son explains how an eye for detail and design can re-energise é 
company and help build better brands. 


PADMA DAMODARAN 
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Brand Basher 


NAOMI KLEIN is an award winning Canadian journalist and author of 
the bestseller, No Logo. She travels across the world investi- 
gating the consequences of globalisation. Klein was re- 
cently a fellow at the London School of Economics 






the poorest province of Mexico, 

The Zapatistas are not controlled by 
the elite guerrilla commanders but by 
the communities themselves — they 
who hold open meetings or clandestine 
sessions to decide the course of the 
struggle. So what began as a tiny armed 
insurrection has turned into a mass mo- 
vement that was instrumental in bring- 
ing down a corrupt party that had ruled 
Mexico for 71 years. At one level, the Za- 
patistas are rebels fighting disenfran- 
chisement and poverty. At another, they 
are formulating new ways of resisting 
callous governance and globalisation. 

These seemingly conflicting agendas 
are at the heart of Klein's narratives of 
struggle. Her main gripe against the glo- 
balisation orthodoxy is that it tends to 
treat trade as the overarching theme that 
allows everything else — from human 
rights, the environment and governance 
and culture — to be subsumed by com- 
merce. She rails at the World Trade Orga- 
nizations one-size-fits-all template that 
is being forced upon all countries — and 
the fact that there are no fair rules gov- 
erning the system. 

However, Klein insists she is a pas- 
sionate globaliser. “I am part of a net- 
Work of movements that is fighting not 




















against globalisation but 
for deeper and more re- 
sponsive democracies, lo- 

cally, nationally and internationally. This 
network is as global as capitalism itself. 
Its time to stop conflating basic princi- 
ples of internationalism and intercon- 
nectedness — principles only Luddites 
and narrow nationalists oppose — with 
a specific economic model that is very 
much in dispute." 

That model as everyone knows is 
neo-liberalism. Even if the arguments 
are familiar and run a predictable 
course, it would be a mistake to dismiss 
Klein as an overgrown adolescent who 
believes in a Disneyesque utopia. Her ar- 
guments are reasoned and reflect the 
concerns of people who have suffered 
the ill effects of this model. 

Klein is persuasive in her arguments 
and she writes well — in an understated 
style for the most part. Joseph Stiglitz's 
Globalisation and its Discontents may be 
far more impressive in its marshalling of 
economic evidence; he was the World 
Banks chief economist until he became 
disenchanted with the IMF's way ofhan- 
dling developing economies. Klein is 
only a reporter, but she has the more 
tellingstories—fromthetrenches. W 
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WHAT SHOULD I DO WITH MY LIFE? 
By Po Bronson 

Random House 


Pages: 400; price: $24.95 





HATEVER happened to the 
guy who wrote The Nudist on 
the Late Night Shift? Po Bron- 
son, who chronicled the rise of the 
geeks and the fortunes they made 
in the cyber frenzy of the 90s, has 
churned out what can best be 
described as an elevated career 
guide. Turning to "real people in 
the real world", (those in the virtual 
world having faded along with their 
fortunes) Bronson 
poses the question in 
the title to individuals 
who have struggled to 
find their calling and 
their true nature. 
Among the 55 whom 
he profiles: 

m the Pittsburgh la- 
wyer who became a 
trucker to be closer to his son. 
E the toner-cartridge queen of Chi- 
cago who realised that her relation- 
ships with men kept sabotaging her 
career choices. 

m the Cuban immigrant who quit 
her job to pursue social service. 

m the chemistry professor who re- 
alised, quite late in life, that he 
would rather practice law. 

m the 17-year-old boy who received 
a letter from the Dalai Lama and was 
called to a life of spiritual leadership. 
Should we be interested? u 














changed in a decade of liberalisation as well as what further 

institutional reforms are required. Extremists argue that na- 
tional economic institutions will increasingly wither away un- 
der the influence of globalisation. This collection of essays 
takes the middle road, arguing that changes in economic insti- 
tutions may be influenced by the forces of globalisation, but are 
not determined by them. 

The editors point out that institutional re- 
form is brought about by the state and 
through a political process — a process of rec- 
onciliation and negotiation by various parties, 
both within the country and outside it. 

The 14 papers in this volume cover a range 
of topics: challenges for fiscal reform, the In- 
dian financial sector, equity markets, exports 


Te book is about how economic institutions in India have 








and the possibilities for regional trade, as well as papers on 
broader topics like basic education, healthcare and legal re- 
forms. To give a flavour: in a paper on higher education in In- 
dia, Jandhyala B.G. Tilak points out that the relative priority 
given to higher education in total expenditure on education 
suffered severely during the 90s. This is a tragedy. While in- 
creased globalisation increases the demand for highly-skilled 
manpower, policies of adjustment such as budget cuts in 
higher education to reduce the overall fiscal deficit have a se- 
vere impacton the creation of such skilled manpower. Tilak, se- 

nior fellow and head of educational fi- 


ECONOMICINSTITU- nance at the National Institute of 
TIONSININDIA Educational Planning and Administra- 
Edited by Parthasarathi tion, warns that it would be suicidal to 
Banerjee and Frank- assume that the success of adjustment 
Jurgen Richter programmes does not require public 
Palgrave Macmillan investments in human capital. v 


Pages: 369; price: £50 AVINASH CELESTINE 
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THE END OF EASY CHOICES 


Indian IT firms are facing issues more complex than ever before. And that is not necessarily a bad thing 





F you have been following the economic press, you 

would have come to the conclusion that Indian IT ser- 

vice and IT-enabled service (ITES) industries today 

face a grave threat because of American xenophobia. 

You would have read how a bill has been tabled in the 
US state of New Jersey, seeking to prohibit outsourcing of 
work to India-based software service providers. You would 
also have read how several other states in the US are seeking 
to follow New Jersey's example. And you would have read 
how the National Association of Software and Service Com- 
panies (Nasscom) is today worried enough to hire top lob- 
byists in the US to petition against those bills. 

If only that life were that simple and xenophobic bills 
were the only — or even the biggest — issue that Indian soft- 
ware and ITES companies face! Unfortunately, the threat 
from the bills has been blown way out of proportion. In 
their quest to maintain growth rates and profit 
margins, there are other issues — and quite 
complex ones — that the Indian IT indus- 
try needs to grapple with urgently. 

Before getting down to those, how- 
ever, a look at the bills to understand 
why they aren't such a threat. The 
bills essentially seek to prohibit US 
government outfits from outsourc- 
ing work to India-based outfits. But 
the bulk of the work coming to India 
is not from the government bodies 
anyway. More important, the people in- 
troducing the bill are likely to run into 

` major opposition from within the US itself. 
The simple fact is that making it mandatory to 
use only American labour would make most jobs far 
too expensive — and uncompetitive. That is something that 
all American companies know. 

What are the real issues then? As the BW Roundtable (see 
page 44) uncovered, the first one is the law of familiarity. A 
decade after its birth, the Indian software industry no 
longer needs to worry about establishing its credentials 
each time it bids for a job in the US or in Europe. The flip 
side is that the US and European companies, too, have be- 
come very familiar with the Indian firms — and specifically 
with their cost structures. The days when you could expect 
to get a job simply because you were bidding half of what a 
US-based firm was charging are long gone. Clients are ex- 


tracting better prices. Margins are getting squeezed by the | 


day. And Indian firms need to pretty well live with that from 
now on. 
The law of familiarity is also working in another un- 
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pleasant way, though only for homegrown companies. In- 
creasingly, American software services companies are set- 
ting up their own bases in India. Just as in the 1980s and 
early 1990s, US manufacturers like GM, Ford and GE re- 
alised that to maintain competitiveness they needed to set 
up manufacturing bases in countries with cheaper labour, 
today many US software service companies are setting up 
bases in India to remain competitive. Indian firms have al- 
ready started facing competition for US jobs from the likes 
of Accenture and IBM (through PricewaterhouseCoopers), 
which are now promising Indian cost structures. Overall, 
the setting up of these bases is good for the country as a 
whole — but perhaps not as good for made-in-India firms 
whose cost advantages have now been neutralised. 

Then, there is the other big challenge that Indian soft- 

ware services firms have been grappling with for some 

time now: how does one get to the next rung of 
the hierarchy, a rung that will offer bigger 
jobs with better margins. In the go-go days 
of 1999 and early 2000, most big Indian 
companies toyed with the idea of mov- 
ing into the lucrative pure consulting 
space occupied by the likes of Viant 
and Sapient. When the slowdown 
struck though, it also became appar- 
ent that the consulting space was far 
too risky for any company that 
wanted stable revenues. In any down- 
turn, consulting jobs are the first ones 
to get cut. And any company that de- 
pended heavily on them was the first to feel 
the pain. 
The other option — and one that looks pretty at- 
tractive on the surface today — is to go head to head with 
the likes of EDS, Perot Systems and IBM for the complete IT 
integration and management jobs of big companies. What 
that means is bidding for jobs to take over the entire IT re- 
quirements of a client — hardware, software, integration, 
maintenance, et al. This is a lucrative segment indeed. 
And what's even better is that it assures you stable long- 
term revenues. 

The catch: it involves assuming far more financial ris! 
than anything that the Indian firms have tackled so far. Sim. 
ply because Indian firms have, by and large, handled onl} 
software jobs so far — jobs that involve managing people 
but not significant physical assets. 

Those then, are the complex issues facing the softwar 
services industry. But then, issues become complex as al 
industry matures. As the Indian IT industry has today. W 
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Cost-cutting device 


In these trying times when profits play hard to get, scaling down costs may be an unpopular move. 
It hits the morale and affects quality. But if your line of business applications are built using Visual 
Studio.NET - the visionary yet practical single comprehensive development tool - you can create 
the next generation applications fast and effectively. REJ studies (Rapid Economic Justification) 
conducted on companies using Visual Studio.NET show that development costs were cut by 58%, 
time to market was cut down by 66%, development staffing requirements brought down by 17%, 
IT support costs brought down by 19% and a projected ROI (return of investment) in the first year 
of 415%. 


Move to Visual Studio.NET. It will do wonders to the morale. Your best move 


If van want ta know mara ahniit tho RFI Stiidioc vicit www miorncoft com/india/mads ^ ob 
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Nokia 6100. The small and powerful 


New Age business tool. Sleek and compact, to give 
you never-before control at your fingertips. A classic 
design that's a sophisticated complement to your 
business style, with a 4-way scroll key for easier 


navigation. Get ready to create an impact. 
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a dd a touch of f simplici to your scheduling. 


- PACK MORE INTO YOUR MOBILE OFFICE 

Choose from a host of downloadable Java™ applications to 
enhance the features in your phone to meet your business needs. 
Itis also equipped with a Phone Editor, PC Graphics and Composer, 
- PC Sync and Nokia Content Copier to enhance the management 


of your phone. 


- GO GLOBAL WITH TRI-BAND GSM 


‘The Nokia 6100 supports GSM 900/1800/1900 networks, 
BI World clock I 







SO you can stay in touch almost anywhere in 
the world. No more worries about missing those 


important phone calls from your loved ones 










share them with your loved ones and busine 


MOVE TO YOUR OWN BEAT CE 
Choose from a range of pre-installed polyphonic ring 
tones that are music to the ears, or download new o! 
via WAP* to make your phone - 


truly distinctive. 


You may call it an intelligent 
and compact phone that 
truly answers your business 


needs. At Nokia, we call it 


human technology. 
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In the past one year, Rajesh 
Hukku’s FLEXCUBE has become 
the world’s largest selling banking 
software product. That could 
propel him into the big league 





PERHAPS THE BIGGEST CHALLENGE 
TO FREQUENT FLIER PROGRAMMES. 





Power gives the Baleno wings. Its 94 bhp engine, the highest top speed in its class and fl 
deadlines. You can even set your own estimated time of arrival. So take it for a drive. And í 


16 valve 94 bhp Smart-i Engine | 175 kmph top speed | 0-60 in 4.92 seconds* | Driver's seat height adjuster | 1 
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advanced noise reduction technoloaies | An AC rate 
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Visit us at : MARUTIUDYOG.COM. Call your nearest Baleno dealer or 1600 11 1515 for a test d 


Count on us 





e curve will help you fly against time to meet Impossible | | 


r^ j — | | AN 
Posen if gayre inspired to give up your frequent flier privileges. a ALENO 
Mercedes-Benz S-Class** YE 


| Alloy wheels | Rear spoiler | Tilt steering | Power antenna | Keyless entry 
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THIS year's Budget 
apparently takes 
nothing but gives 


precious little. Ignore 


the fine print at your 


own peril. 


PRAVEEN VERMA, New Dethi 


@ The industry has appreciated fi- 

nance minister Jaswant Singh's 

| maiden Budget due to the sops it of- 

fers. But it is essentially a 'Robin 

Hood Budget' in reverse — in the 

name of reforms, it takes away from 

the poor and the middle-income 
classes and gives away to the rich. 

The Budget does little to advance 

| the country towards sustainable de- 
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| 
dependence on imported petro- | 
leum, generate rural employment | 
and clean up the environment. 

Overall, the Budget shows a lack 
of vision on the part of the finance | 
minister. It does nothing to promote 
development and commercialisa- 
tion of indigenous technology and | 
induction of the latest technology. | 
ANUPAM GOYAL | 

i 
| 


velopment in the long run — reduce | Viaemail 
| MVC BEEN d 





A VALID INCENTIVE 


There is a sound logic behind giving tax 
breaks (Rich And Tax-free, BW, 3 
March) to business owners. The genuine 
business owner creates new products, 
services, delivery channels and jobs. He 
does things which the government can- 
not do directly due to its lack of compe- 
tence in those areas or its preoccupation 
with other issues. Thus, he becomes à 
partner with the government and gets 
preferential treatment. So these incen- 
tives are perfectly valid. 

ATUL ASWANI 

Via email 


THE GOOD THAT MEN DO... 


Your cover story "Toothless Or Gutless 
(BW, 19 February) has missed out the 
contribution of the Telecom Regulatory 
Authority of India (Trai) during the last 
three years or so. Mobile phones were 
unaffordable and cell companies want- 
ed to keep the príces high. They did not 
want any competition and made an 
attempt to create entry barriers. With 
M.S. Verma at the helm, Trai has con- 
tributed a great deal to encourage com- 
petition and open up the sector. Today, 
there is room for everyone in the tele- 


Metti n Pan Pim tetti 


com sector provided one is competi- 
tive. Those who cannot offer services at 
competitive rates are bound to die out. 
N.K. BHAT 

Mumbat 


LOOK BEYOND NICHES 


In ‘Grow Up — Or Get Out (BW, 3 March 
2003), one of the solutions given for the 
problems faced by small software com- 
panies is to specialise in one area. In the 
long run, this may bea good strategy, but 
in the short run, the competitive advan- 
tage of these companies could be easily 
overshadowed by the strengths of bigger 
players. Hence, while building their USP 
these companies must start looking for 
other avenues as well or they might end 
up losing. 

RASIKA ASHUTOSH GOKHALE 

Via email 


CORRIGENDUM 


In ‘Grow Up — Or Get Out’ (BW, 3 March 
2003), we called vMoksha “a $1.2-million 
company". It is actually a $1 0-million 
company. The error is regretted. 


tters can also be sent to 


editor@bworldmail.com l 
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Simple administration; no more worries of planning 
for gratuity payments @ Attractive returns and tax 
benefits @ Scientific funding of gratuity liability based 


on actuarial valuation € Instalment funding for past 


RC WERE 


liability; eligible for 10096 income tax deduction in the 





year of payment @ Employees insured for death benefit 


based on full anticipated service @ Dual benefit of 
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liquidity with high yield @ Attractive interest rates 
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OTHER GROUP SCHEMES 
a Group Leave Encashment Scheme s Group Savings Linked Insurance Scheme s Group insurance Schemes covering various needs 





For further details, contact P&GS Unit at the nearest Divisional Office or e-mail at licpgs € bom3. vsnl.net in 


* Conditions Apply 


surance Corporation of India 
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Visit www .licindia.com insurance is the subject matter of solicitation 
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COVER STORY 


o The Rising Star 


It is official now. The Bangalore-based Rs 425- 

crore i-flex Solutions is the world's No. 1 software 

company in the banking products space. Last 

year, i-flex’s FLEXCUBE was installed in more 

banks in Europe and Asia than products of 

competitors like the Geneva-based Temenos and 

the US-based Misys. This year, i-flex will be 

training its guns on the lucrative US banking 

industry. That's important. Selling to US banks 

will make i-flex India’s first truly global software 

product company. But what makes FLEXCUBE — 4m 

tick? And what will it take for FLEXCUBE to stay flee PRajest{ Hukku has 
in the lead? Businessworld finds out. a big shaken ahead 


be. 5 





4 LETTERS TO THE EDITOR 


43 CASE STUDY Marketing must focus 
on cognition change because cogni- 


tion influences behaviour. 
49 BIZQUIZ GOVERNMENT EMPLOYEES As if 
3.42 million employees were not 
66 EDITORIAL enough, the government is hiking 


staff strength by 92,165 in 2002-03. 
IN THE NEWS 


8 CELL WARS The CDMA versus GSM battle is now BUSINESS 
being fought on the airwaves. GSM operators com- 36 RETAIL The com- 
plain that CDMA networks' frequencies are resulting 


| 20 ANTI-POVERTY SCHEMES For the 

| first time in years, a finance minister 
did not raise spends on poverty 
alleviation and rural development. 





— 


| 2 














petitive scenario in 
in service lapses like call drops. | the sector is set to 
8 STOCKMARKETS A new research shows how foreign change with retail 
institutional investors really invest in India. chains opening 
F | outlets in the same 
14 MICROSOFT Loyalist David Stutz says that Open A LifeStyle outlete > / localities as their 
Source will be the future of the company. NY arch-rivals. 
38 VETRI SOFTWARE The Chennai-based business 
ECONOMY process outsourcing company has used an innova- 
tive business associates model to roll out a $25-mil- 
18 COMMENT: ASHOK V. DESAI Bos bustaacs: 
The forward trading in commodi- 
ties obviates the need for some | 52 RADIO It is popular with listeners. It attracts adver- 
existing pricing mechanisms. It is tisers as well. But still the fate of private broadcasters 
time to do away with them. in India hangs by the thread. 
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LEAD STORIES 
® Chinese Puzzle 


Contrary to popular belief, 
Harvard Business School’s 
Yasheng Huang says it is the 
inefficiencies in the system 
that helped China 
attract FDI. 


Q The Net Effect 


Business-to-consumer 
e-commerce is taking off in 
India in categories like online 
shopping and travel. But 
payment mechanisms 
continue to be the biggest 
hurdle in the growth 
of Internet-based 
transactions. 





















Rediff's Ajoy 
Krishnamurthy 






54 INTEL Its Centrino is not a just a new microproces- 
sor. Itis a whole new technology platform for mobile 
wireless PCs. And the company is pulling all stops to 
make it the platform of the future. 


IN VOGUE 


62 FILMS Movies with 
Indian themes are be- 
coming a rage the 
world over. But this 
is just the beginning. 
There is still a long way to go for 
this new genre of Indian cinema. 


BOOKS 


64 ALL THE WORLD'S POOR In his latest book, econo- 
mist Surjit S. Bhalla, contrary to popular belief, says 
policies that promote globalisation are also the best 


for reducing poverty and inequality across the world. 
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Can It Make The Cut? 


HE Indian software indus- | 

T try today can be divided BINT EAA TN fi 
into two clear categories. In er Pl 
the first are the Big Three — TCS, (2°) —" W 
Wipro and Infosys. Every other dal d | 
software company in India is in [^ 
the second. The Big Three form 
an exclusive club. They have ach- 
ieved the size, operational depth, 
stature and global presence that 
the other software firms can only 
dream of. A couple of years ago, it seemed that Satyam 
would muscle its way into that club, but it failed to live up to 
its promise. Now, another still-small company is knocking 
at the doors of the club. 





In many ways, i-flex is a bit of an oddity in the Indian soft- 
ware industry. When it started out, it took a conscious deci- 
sion to focus on a single sector — the banking, financial ser- 
vices and insurance industry (BFSI). Most of the others 
prefer to hedge their risks by targeting at least 2-3 different 
segments. Again, i-flex gambled heavily on building a gen- 
uine software product, FLEXCUBE, long before products 
became fashionable in the Indian software industry. 


Today, those gambles seem to be paying off for i-flex chief 
Rajesh Hukku. The company has surged to the lead in the 
huge and highly lucrative global BFSI software market. In 
the last two years, it had already become the No. 1 in its seg- 
ment in Asia and Europe. But it had not been able to make 
any inroads into the biggest market of them all — the US. 
Last year, it managed to get a foothold there as well. Today, 
i-flex seems poised to be the next big star in the Indian soft- 
ware industry. Will it make the cut — or will it flatter only to 
deceive? Assistant editors Shishir Prasad and T. Surendar, 
who wrote the cover story for this issue, are fairly sure that 
i-flex will make it to the big league. As Shishir points out: 
"Once your product gets accepted in the US, it is practically 
a licence to make money. And FLEXCUBE is the de facto 
leader in the banking software market today." 


Meanwhile, on page 24, read the interview with Yasheng 
Huang. It will give you a counter theory on why China at- 
tracts so much FDI while India attracts so little. 


diio 


(AVEEK SARKAR) 
CHIEF EDITOR 


MAGAZINE OF THE NEW ECONOMY sh. BUSINESSWORLD 24 MARCH 2003 


e News 


CELL WARS 


Jostling for bandwidth 


HE battle between CDMA and GSM has taken to 
the skies. After flexing their muscles in the courts 
and the telecom market in India, the two rival 
global mobile phone technologies seem to be un- 
able to co-exist even in the airwaves. At least, that's 
what India's telecom licensor and apex telecom body, the De- 
partment of Telecom (DoT), has been informed. The Cellular 
Operators Association of India (COAD, representing GSM ope- | 
rators like Bharti Tele-Ventures and Hutchison, has told DoT 
that the wireless in local loop (WLL)-CDMA rollout by players 
like Reliance Infocomm and Tata Teleservices is disturbing the 
frequency of GSM networks. It has resulted in poorer services 
like call drops, and overheating of G5M equipment. DoT's 
wireless advisor PK. Garg says: “CDMA and GSM have serious 
incompatibility. It causes major problems for GSM base sta- 
tions, (and) overheating of front end equipment (cellphones) 
The problems occur because CDMA base stations transmit | 
at a high power (wattage), very close to the frequency band of 
GSM handsets. The CDMA base stations transmit at 500 watts | 
in the 869-889 MHz frequency band; GSM handsets transmit 
at 2 watts in the 890-915 MHz band. The difference between 
the bands is just 1 MHz. 
The GSM handset transmission is low-powered because, 


» 
. 





STOCKMARKETS 


FF the record, external affairs ministry 

officials bluster about “trade sanctions 
on Malaysia” for the incident in which 270 
Indian IT professionals were abducted and 
harassed by local police in Malaysia last 
week. A calibrated response is necessary, 
especially after the recent arrest of an In- 
dian IT CEO in Indonesia. India is increas- 
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unlike CDMA networks, - y 
which are based on fewer iS, 
transmission towers, GSM < * 
networks consist of a cluster CDM A TRANSMISSI ON 


of small areas called cells. 
The typical size of a cell is 10 
km. Due to this short dista- 
nce, each handset requires 
only a low-power radio tran- 
smitter, which transmits to 
the low-powered cell tower. 
By controlling the power of 
the transmission, the range 
of the GSM frequencies can 
be managed to prevent inte- 
rference with other transm- 
issions. But any high power 
transmission in the same 
band or aclose one can cau- 
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does India have 
any real trade 
leverage? Malaysia's trade promotion 
agency, Malaysian External Trade Develo- 
pment Corporation, says that in 2001 India 
accounted for 1.05% of its 280.69 billion 
ringgit Malaysia (RM) ($1 equals 3.8 RM) 
imports and 1.79% of its RM 334.42 billion 
exports. India’s IT trade with the country is 


so negligible that NASSCOM doesn't have 
Ki 


the relevant numbers. 
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firang 


OR nearly a decade now, the 

big question in the stockmar- 

kets has been: what will the fi- 

rangs do next? Will they buy 

or sell? Rallies have been 
given birth to and killed by local inves- 
tors trying to figure out FII strategies. 
But it has all been guesswork. 

Now, anew research paper pub- 
lished by the International Monet- 
ary Fund (IMF), Portfolio Flows Into 
India: Do Domestic Fundamentals 
Matter?, puts the game of FII-guess- 
ing on a firmer footing. James Gordon 
and Poonam Gupta, who work in the 
IMF's New Delhi office, give interesting 
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ano mans land) of 5 MHz between two frequencies. But in In- 
dia, the DoT has to take into account the frequencies of many 
applications and organisations that were traditionally using 
them. In fact, for WLL-CDMA, it had to retrieve frequencies 
that the Indian Railways and oil PSUs were using. With all this 
overcrowding, a larger guard-band is ruled out. Garg says: “We 


Clash of the 
frequencies 


give only 1 Mhz of guard- 
band. We can't afford the 
luxury of wasted spectrum 
on guard-band. Spectrum 
is a finite and scarce re- 
source. It's to be used by so 


many applications and users like civil (services), defence, gov- 
ernment and non-government. We try to make them co-exist." 
DoT has advised all operators to use frequency filters that 
prevent such interference. But the spat has put the spotlight 
on India's largest WLL-CDMA operator Reliance Infocomm, 
which is currently test-running its nationwide rollout of wire- 
less services. The company responded to our queries saying: 
“Reliance Infocomm ...took adequate precautions while plan- 
ning the network. Reliance has provided special frequency fil- 


| ters (from Lucent) in all its BTS (base transmission station) 
| towers. We have ...procured filters for GSM also and have... 


demonstrated to many GSM operators that they need to install 
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890 to 915 MHz 
935 to 960 MHz 


1,710 to 1,785 MHz 
1,805 to 1,880 MHz 


clues on what drives foreign portfolio 
investors in and out of Indian equities. 
E The two economists, who have stud- 
ied 10 years of data, say that external 
and internal variables are equally im- 
portant drivers of FII inflows into India. 
lil Globally, the main drivers are interest 
rates like the London interbank offered 
rate (Libor). A 196 rise in Libor reduces 
inflows by 2096 (of the monthly average). 
B The most significant regional factors 
are returns in other emerging markets. A 
1% rise in emerging market returns 
leads to a 5% rise in inflows into India. 
ill Downgrades by international credit 
rating agencies are significant. A down- 
grade leads to a 70% drop in inflows. 
@ FII inflows are negatively correlated 
with lagged returns on the Nasdaq. Sur- 
prisingly, this is not a major influence on 
the amount of money coming in. 
E The most stunning find deals with 
domestic fundamentals. An increase in 
stock returns here leads to a fall in FII 
inflows. A 196 rise in lagged stock returns 
may result in a 4% drop in inflows. Why? 
Gordon and Gupta say that this could be 
explained by the fact that FIIs try to keep 
“a constant India weight". So they con- 
stantly rebalance their portfolios, buy- 
ing on dips and selling during rallies. E 
NIRANJAN RAJADHYAKSHA 





filters in their BTS towers too. Unfortunately, many have not 
done so. This has been pointed out to the WPC (Wireless Plan- 
ning and Co-ordination of the home ministry) too. If there is 
any frequency clash, it is due to the GSM operators....” 
COATS executive vice-chairman T.V. Ramachandran 
disagrees: “We already have requisite filters on our net- 
works. It is an on and off problem that causes frequency 
disturbance and the calls to drop.” 

The basic problem here is that both the technologies were 
developed independent of each other and in different geogra- 
phies. While GSM was developed in Europe, CDMA was devel- 
oped in the US. The global GSM user base is 800 million; the 
CDMA user base is only 159 million. So both have remained 
mutually incompatible. Till that is resolved, frequency regula- 
tors like the DoT can 
only make space for 
larger guard-bands. lii 
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End of the UN? 


The US Department of State has compi- 
led foreign media reactions to a war in 
Iraq. Most papers fear the end of the UN 





EUROPE: Most see damage to UN if US proceeds without second resolution 
AFRICA/ASIA: War without Security Council clearance will undermine the UN 
MIDDLE EAST/SOUTH ASIA: US harming ‘international legitimacy’ 

WESTERN HEMISPHERE: The UN in ‘shambles’ on the eve of war 


OX POPUL, neutral and 39 against 


-war, 2 
Qf the 69 papers sampled, $ ra cag GERMANY 7 
RAN DIE WELT 
BRITAIN * LE MONDE “it should be the end 
MMES face a “Role of the UN.. of (the UN" a 
"Mr Blair y sabotaged A es UA * 
: revolt — — eu 
m. so SAUDI ARABIA x DAILY TELEGRAPH 
ISRAEL = POST ALMEDIN,. "(Bush's) goal is to 
JERUSALE “(America $ A chieve peace” 
“The West must contro" concealed agenda” — 57 GAPORE e 
AAT A 1 nS j 
ce € - E STRAITS a: i 
CHI YOMIUR "Iraq might „ E 
PEOPLES send tion “Time has run out caste peacefully i 
"US misinterpite (for Iraq)" s ae 
of UN charte w Neutra 
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THE BRITISH 
SCAR 


N 


ver the 
last year 
and with 
alarming fre- 

quency in the 
last three months, power- 
house insurance companies 
have lurched into trouble because 
of sharply lowered valuations of 
their equity portfolios in the UK stockmarkets. 
One report estimates that companies could 
have lost £36 billion in the market crash. And 
some of these companies are present in India. 





ARPIT SHARMA 


AMP (AMP Sanmar in India), Australia's | 


largest life insurer, expects a full-year loss of 
A$900 million. Insurance giant Prudential 
(ICICI Prudential in India) is trimming 















PERSONAL FINANCE 


Ifforeign 
insurers 
sneeze... 


bonuses on long-term savings products. Eu- 
rope's biggest mutual insurer Standard Life 
(HDFC Standard Life) has imposed exit penal- 
ties — like other UK insurance firms have 
done — to prevent a run on funds. 

What does this mean for their Indian oper- 
ations? Not much, for now. Foreign firms can 
hold only a maximum of 26% equity in Indian 
insurance joint ventures, so it is a limited ex- 
posure. "AMP's experience in the UK has zero 
effect on Indian operations. We are com- 
pletely insulated," says S. Balachander, head 
of marketing at AMP Sanmar. But in the future, 
as foreign partners inevitably take on both 
management and equity control, that may not 
be the case. And domestic policyholders need 
to take note that a tenuous link between global 
instability and the Indian insurance industry 
is being established. m 
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STRATEGIC MARKETING 


Are we ready? 


| neben this week, The Henley Centre, a Kantar group company (part of the WPP 
Group), was launched in Mumbai. But is India ripe for what Henley has to offer — 
strategic marketing consultancy? Says a senior market researcher: "Most clients in India 
still don't have the sophistication to buy these services." 

So what does Henley have up its sleeve? Marcus Hickman, director, Henley, UK, says 
that his company competes with management consultancies or with ad agencies. Typi- 
cally, most ad agencies are in to sell a campaign, while management consultants cannot 

bring in consumer insights that drive strategy. 


HEMANT MISHRA 





Therefore, Henley's offerings have been neatly 
segmented into products like Visioning, Future 
Mapping, Proposition Development, or Return 
on Marketing Investment. Also, Ashish Misra, 
who will head The Henley Centre in India, says 
their focus will be to largely work with market- 
ing directors in client organisations to drive 
better consumer understanding of their busi- 
ness. The Henley Centre' progress in India 
could well prove to be a good indicator of how 
marketing services evolve in India. 
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Gilt- 
edged 
incentives 


ASWANT Singh's sops 
J will elicit a smile not 
only from dour ban- 
kers, but also grim accoun- 
tants at North Block. In 
Budget 2003, Singh 
announced that the gov- 
ernment would buy back, 
at a premium, high-cost 
debt issued by it in the 
past to banks. Banks can 
use the gains to write off 
non-performing loans. 
They can also claim income 
tax deductions on them. 
That's a winner for banks. 
And, as it turns out, for 
the government too. Acco- 
rding to Arun Kaul, head of 
PNB Gilts, which trades in 
government securities, the 
average cost of 
Rs 6,70,000 crore of gov- 
ernment debt is 10.5%. 
“Even if they were to retire 
10% of their total debt by 
replacing high-cost loans 
with low-cost ones, they 
could reduce their average 
cost by one percentage 
point,” says Kaul. If Kaul is 
right, the government 
could shave off Rs 6,700 
crore per year from its 
interest burden. Its ‘high 
cost debt’ (assuming loans 
which mature in 2010 and 
after, and on which the 
government pays interest 
of over 11%) currently 
stands at around 
Rs 1,28,412 crore — 19% 
of total government debt. 
Yet, details still need to 
be worked out. Which of 
these securities will be 
bought back? And, most 
crucially, at what price? Bi 
AVINASH CELESTINE 
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Take on the people 


O find out how to pitch yourself in an out- 
sourcing contract in Europe, take a leaf out 


of Gurgaon-based Hughes Software Ser- 
vices’ books. Hughes has signed a contract with 
telecom giant Lucent Technologies to take on 190 
of the latter's employees. The deal is to support 
Lucent's GSM customers. About 100 of those 
employees are in Bangalore and the rest in 
Nuremberg, Germany. 

"It took six months and multiple 
rounds of talks before we clinched it. 
We got the deal (while competing) 

against six companies that include In- 

dian and European firms," says 
, Hughes' CEO. This should add 
around $30 million over three years to 
Hughes' revenues of $54 million (2003 
estimated). While this is a no-cash deal, 
Hughes may have to invest further if ad- 
ditional infrastructure is needed to meet 
its service level agreements. 
VIDYA VISWANATHAN 





Wanted: another 
round of funding 


ANGALORE-based call centre 
B company iSeva is holding talks 

with investors to raise about $15 
million for its second round of funding. 
The company plans to use $5 million of 
the funds to set up a 500-seat contact 
centre in Mumbai 
and earmark the rest 
of the money for an 
acquisition. 

Market buzz says 
that iSeva is talking to 
a large Asian IT 
company that is 
looking to outsource I CERES 
tech support to India. No details are 
available on the company it is talking 
to. Nor has iSeva made any 
announcements yet. 

In its first round of funding, iSeva 
had raised $8 million by giving a 4476 
stake to e4e, the incubating firm set up 
by K.B. Chandrasekhar. 
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Now shopping at department stores 

| can be real fun, and easy on the 
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iSeva has expanded rapidly in the 
last 18 months. It has about 1,000 
employees now and marquee 
customers like Citicorp and AOL. 

, president and CEO, 
claims that the company will post 
revenues of $14.5 million for the 
calendar year 2003. It achieved cash 
break-even in October last year. 

While financial services bring in a 
significant portion of its revenue, iSeva 
wants to emerge as a tech-outsourcing 
specialist. Several of its clients are today 
technology companies. It is also 
planning to acquire a tech outsourcing 
company in the US. 

Tech outsourcing is a small ($10 
billion) but highly specialised market. 
In the financial services market, size 
matters, but in technology outsourcing 
itis competence that is more 
important," says Sircar. Sound thinking 
for a small player. 

Nevertheless, with the ITES market 
now favouring big companies, how 
long can iSeva remain independent? 
Look at what happened to 
Spectramind. Will iSeva end up in a 
similar way? 

MITU JAYASHANKAR 





Tlalnepantla ranch 
that supplies water 
to nearby areas 





Quenching the 
thirst for funds 


OULD cash-strapped Indian 
municipal corporations find a 
new way to raise finances? 
International Finance Corporation (IFC), 
the private funding arm of the World 
Bank, recently structured an innovative 
deal to help fund a water conservation project in the city of Tlalnepantla, Mex- 
ico. Now, Anita George, principal investment officer who took part in the deal, is 
in India. "It interests us," she says when asked whether Indians could tap similar 
funds. "But (that) would depend on the creditworthiness of the municipality." 
The IFC offered a peso-denominated partial credit guarantee equivalent to $3 
million for the Tlalnepantla project. The guarantee was given to a private trust, 
which would issue $8.8 million in bonds in the local market. The proceeds of the 
bonds would be loaned to the project. This creates a new asset class in a local 
currency and allows long-term infrastructure projects to be financed by local 
investors. It also enhances the bond's credit rating from Mx.AA to Mx.AAA with- 
out a sovereign guarantee. It also mitigates foreign exchange risk. Good idea. 
VIDYA VISWANATHAN 
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With high credit limits 


Sterling Silver 
A fully loaded aloba! card 


| Th 


'EMI on Call' is so easy on the pocket. | 
EMI of just Rs. 917 for a loan of 
Rs. 10,000 for 12 months! So from 
now on, do it the ICICI Bank Credit 
Cards way. Shop. Call. And, relax. 


. Buy now, pay later has never 


been easier. à 
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MICROSOFT 


Open the 
Windows! 


ICROSOFT loyalist and 
respected technical 
thinker, David Stutz, 
quit the software giant 
last month. In his part- 
ing email, he did not mince words when 
dilineating how he thought Microsoft 
should conduct itself in the software 
world. A sanitised version of that email 
moved from his website, www.synthe- 
sist.net, across cyberspace, making it to 
the New York Times technology page. 
Stutz says Microsoft is in a state of de- 
nial about the networked world. Its 
competition is not just Linux, but Open 
Source software on Windows itself. 
“Stop looking over your shoulder and 
invent something,” he tells MS. 
BW spoke to him about Microsoft 
and his view on the future of software: 


@ You said exciting applications are 
being written... 

Yes. Even though tech seems depressed, 
there is a lot of code being written now. 
The next killer app is out there. But it is 
in the server, is embedded in devices, in 
the network... They (the new code) are 
in primitive forms now. Like blogs and 


BUDGET BLUES 


Jaswant learns 


the rollback lesson 


INANCE Minister Jaswant Singh is faced with the same 
f- bitter truth his predecessors learnt to accept — hard 
politics almost always wins over sound economics. 
With the BJP facing elections in four crucial states — Madhya 
Pradesh, Rajasthan, Chhattisgarh and Delhi — later this year, 
he’s having to go slow on two decisions. The first was the 
urea price hike, which party leaders felt would hit their pros- 
pects in three of the four states. Singh was taken aback by | 
the bitter criticism from his own colleagues. A group of BJP 
MPs told him that he gave the impression of being “zidd?” 





wiki (which allow 
you to edit and cre- 
ate any page)... But 
they will improve. 
...(And) they are 
collaborative rather 
than one-person 
productivity software like MS Office. 
They are meaningless without a net- 
work. These will be a group of smaller 
programs. They will be loosely coupled 
and will adapt to change. Not a mono- 
lithic program in a shrink-wrapped box. 


B Like Web services... 

Yes, Web services are being invented 
now. The key element there is clearly de- 
fined standards. That is where Mi- 
crosoft’s participation in Open Source 
will help. It can bring that to the table. 


@ But can Microsoft get out of its 
image problems? 

The only way to improve image prob- 
lems is by doing the right things, be- 
coming a participant. I worked in the 
Open Source group of Microsoft and in- 
teracted with a lot ofthe Open Source 
community. They are not malicious 








David advises Goliath: 
‘MS should start 
inventing somethiffg’ 


AARON SWARTZ:http://www.aaronsw.com 


people; it is an optimistic place. 


Bi in your essay you talk about a new 
frontier of "software collectives"... 
That is network-aware software. Net- 
works will be formed in an ad hoc way 
depending on the devices (cellphones, 
handhelds, etc.) that have collected 
around (in one area). If your mobile 
phone is a node in an ad hoc network, it 
will be router, server and a firewall, all 


| builtinto one. It’s a lot of blue sky out 
| there. You can have a conference, play a 


game... so many computers embedded 
into so many devices... they will comm- 
unicate... But that network requires dif- 
ferent protocols and different security. 


| Wi Do you think Microsoft will get it? 
| Ihope.Iamaninterested, optimistic 


| shareholder. E 


VIDYA VISWANATHAN 


to dispel that notion, they warned him in a private meeting a 
few days before he replied to the Budget debate in the Lok 
Sabha. Singh had little option but to follow in predecessor 
Yashwant Sinha's footsteps and announce a rollback. 


and “ahankaari” (obstinate and arrogant). He would do well 


The other storm that's brewing is over VAT (value-added 
tax). The finance ministry has had several rounds of discus- 
sions with its counterparts in the states and even circulated a 
model bill to do away with sales tax and impose a uniform 
tax across India to standardise prices of manufactured goods. 
BJP leaders, who have high stakes in Delhi, where traders 
form their main vote base, are already on the warpath to get 
this proposal stopped. The Capital, with its lower sales tax 
rates, has developed into a major distribution centre in north 
India. The implementation of VAT would hit traders who have 
been making a killing for years out of the anomalies in the 
sales tax structures. Singh has just discovered that the mod- 
ernisation of the Indian economy will have to wait. m 


ARATI R. JERATH 


CALING the Chinese wall. Businesswor id 


w 

That's the next challenge for A it NATIONAL INSTITUTE OF DESIGN 
the Rs 6,000-crore-plus TVS 
group. Last week, Suresh Krishna, 
chairman and managing director of 
auto components manufacturer Sun- 
dram Fasteners, announced a $5- 
million investment in a 6,000 tonnes 
per annum fasteners plant in Zhe- 
jiang province in China. This is the 
first attempt by an Indian engineer- 
ing firm to set up a manufacturing 
base in China. (Other TVS group 
companies also plan to enter China 
in the next few months, but Krishna 
refused to speak on their behalf.) 

“This (China) is one market 
which just can't be ignored,” Krishna 
says. Obviously. About 1.7 million 
commercial vehicles and one million 
cars were sold in China last year. 
And most big auto companies there 








have been growing at 20% plus over 
the last few years. 
But why not import fasteners? 


China charges an import duty of only the pr oduct itself must be 


7.5% on fasteners. Krishna says with 












The bottomline is that N Announcing the Businessworld- 
è NID awards for design excellence 


in the corporate sector. Entries 


the advent of just-in-time supply good. t Is important 0 M are invited for all the six 
in China, t com- i ici 

— M DA Un d com develop products that will ||| categories. To participate, r 
i ' 1} for the free application form 

M hecampanyhashadacmna | Makethecustomerthink, — rr 

branch office for two years. Now ! am lad | bou ht jl Ill j : 

Sundram Fasteners (Zhejiang) hopes 9 9 I /l designexcellence co 

to make a modest turnover of Rs 15 | ra i 

crore in the first year of operations. | dm glad | used t, bworldmail.com Of 

But that's just the beginning. “I see ‘lam glad had it designexcellence@@nid.edu. 

no reason why our China operations ; 


The revised last date for 
receiving completed application 
forms is 20 March 2003 


can't be as big as Sundram Fasteners Norio Ohga, chairman, Sony 
in India (Rs 433.2 crore),” he said. 

Is the Indian auto component in- 
dustry listening? a 
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Trust of India recently 
announced it would of- 
fer two types of bonds to 
those not wanting to re- 


deem units ofits flagship scheme US-64. | 
Yet, it hasn't communicated the status of | 


its monthly income plans (MIPs). 
No wonder that Rohit Sarin, partner, 


Client Associates, a private wealth man- | 
agement firm in Delhi, is flooded with | 
queries on MIPs. ‘Is the government go- | 
ing to back them?'; ‘Should I exit after | 
the first three years at the prevailing NAV | 
or wait till maturity? Do the assured re- | 


— WHERE'S THE VALUE? 





SCHEME ASSURED RETURN 








UTI MIP ‘98 (III) 





UTI MIP '98 (IV) 





| UTI MIP 2000 





* As on 27 February 2003 


UTUAL fund major Unit | 





13.24% p.a. forall five years 
UTI MIP ‘98 (II) 13.25% p.a. for all five years | 


13.25% p.a. for all five years 
13.25% p.a. for all five years 


13.25% p.a. for all five years 

11.30% p.a. for all five years 
| 11.00% p.a. for all five years 
10.75% p.a. for all five years 
| 10.20% p.a. for all five years 
9.65% p.a. for all five years 
10.20% p.a. for all five years | 


Source: Value Research 





UTI'S MONTHLY INCOME PLANS 


Rest assured? 


asset management company that man- 
ages the 47 healthy NAV-based schemes. 

So far, the Centre has provided 
Rs 1,000 crore for liquidating the assets 
in the development reserve fund (DRF) 
to redeem units of MIP-97. In November 
2002, an additional Rs 450 crore was pro- 
vided to meet redemption pressures of 
MIP-97 (IV). This time around, the gov- 
ernment will meet the shortfall and help 
tide over payment of principal and inter- 
est in all the assured returns schemes. 

For investors, it makes sense to wait 
till maturity rather than exit at the pre- 
vailing NAVs. "Since the capital and divi- 
dend have been assured to the unithold- 
ers, the NAVs of assured returns schemes 
will not have any impact for the 
unitholders,” clarifies B. Babu Rao, se- 
nior vice-president (Department of 
Funds Management-ARS), UTI. 

Yet, the government is also exploring 
the possibility of foreclosure of plans 
and resetting dividend wherever possi- 
ble to reduce its obligation to the as- 
sured returns schemes. It also wants to 
pool assets worth Rs 25,000 crore under 
UTI-I's schemes to better leverage the 
equity holdings of UTI-I. 

SUPRIYA KURANE 


turns hold?’, their concerns are justified. | 
No MIP has a net asset value (NAV) over | 
Rs 10. (See ‘Where's The Value.) Redem- | 
ption pressure is building up. MIP-98 is | 
up for maturity at the end of this month. | 
By May, MIP-98(II) and (III) will mature. 
In January this year, as part of its re- | 
structuring drive, the government bifur- | 
cated UTI into UTI-I and UTI-II. And | 
took upon itself the 
management of UTI- | 
I, which consists of | 
the flagship US-64 
and 25 assured re- 
turns schemes, in- | 
cluding all MIPs. UTI- | 
II is a SEBI-compliant | 
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N November last year, Businessworld 
reported that the anti-ambush marketing 


strictures being introduced by the 


International Cricket Committee (ICC) had 


kicked off a big furore among Indian 


cricketers and companies. Now, halfway through the World 
Cup, how well has its campaign to kill ambush marketing in 


India worked? 


Not too well. Take Ganesh Mahalingam. The marketing 
honcho of LG Electronics is “furious” with the ICC. For the $30 
million LG paid to become a sponsor, it insisted on sizeable 
anti-ambush protections. Yet today, while the ICC has put a 
stop to TV advertisements by ambush marketers, peripheral 


marketing carries on. On billboards, 
as point-of-sale material and in 
theatres. All these, says 
Mahalingam, have tremendous 
visibility and nuisance value. 
Non-sponsor ads featuring 


cricketers should have been off the air 30 days 

before the World Cup began. But when the ICC \ 
and Jagmohan Dalmiya (president of Board of A 
Control for Cricket in India) agreed to waive that 





clause, ICC had to return 20% of the $30 
million LG had paid. Now, seeing that non- 
sponsor promotions are underway even 
during the World Cup, Mahalingam has 
asked for another 20% refund. So has Pepsi. 
Elsewhere, the ICC had mixed results. Cautionary ads 


Sponsors 0 
Ambushers 1 


released by the ICC thwarted the World Cup blitzes of a lot of 
companies. But in those cases where it turned to the courts, 
the ICC didn't fare too well. "There were 
no landmark judgements," says Dahlia 
Sen Oberoi, the ICC's Indian counsel. 
India doesn't have any laws on ambush 
marketing. So, every judge simply exercised his 
Py’ own discretion. Her firm did sue Britannia, HPCL 
SS and Philips. Of these, HPCL lost — a straight- 

Foe | eee S M ' forward case of copyright infringement: it was 

* 
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using the World Cup logo sans permission. The ICC 
and Britannia reached an out-of-court settlement. In 
the case of Philips, the ICC withdrew its case feeling a 
protracted battle was pointless. It simply 
cancelled all the tickets Philips had bought for 
running promotions. S 
M. RAJSHEKHAR 
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South Asia, Western Union 


Financial Services Inc. 


few years ago, Ravi had to 
immediately remit money from 
the UK for his father’s cancer 
treatment in Mumbai. The money took 
more than three weeks to reach by 


means of a traditional bank instrument. | 
By then Ravi had already arranged for | 
the funds by asking a friend in Mumbai | 
to loan the amount. | 
What happened was the money was | 
sent through four correspondent banks. 
In effect, the cheque got caught in a 
maze of transactions, and Ravi had to 
bear the brunt of it. 


We hear numerous instances such as 
this from non-resident Indians (NRI) | 
settled abroad. In the new age Internet | 
economy, we are witnessing a 
revolution in financial services. The 
dynamics of the Internet and the 
development of new technologies have 
; given birth to a plethora of new age | 

products and services to benefit the | 
consumer. One of the most significant | 
one being money transfer. | 


Unlike traditional modes of remittances | 





—————— HR 


such as money order, demand draft, 
telegraphic transfer, etc, money transfer 
firms today are remitting billions of 
dollars across the globe every day. The 


_ biggest reason for the growth of money 





transfer companies has been the speed, 
security and convenience provided to 
the end user. While conventional modes 
take 2-10 days, money transfer firms 
can transfer from 


money one 


5 
a 
$ 





destination to 
minutes. 


another in just 10 


Western Union is a world leader in | 


money transfer services providing its 
services through  1,35,000 agent 
locations in 190 countries across the 
globe. In India, Western Union has tied 
up with 18 primary agents to offer its 
money transfer services through over 
10,000 agent locations. 

To transfer money through Western 
Union, all you need to give at the 
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| sender location is the money and the 
 receiver's details. He then receives a 
receipt bearing a transaction number. 
. This financial information/ transaction 
number is instantly relayed via satellite 
| to all the agent locations of the firm 
| through out the world. 
| So a person, who is receiving the money 
In India, can go to any of the Western 
Union's over 10,000 agent locations in 
India and give his transaction number 
or provide details of the sender in order 
_ to collect the money. All this takes less 
| then 10 minutes! 





|In a country like India with a 
| considerable NRI population, money 
| transfer links up the community and 
| secures their emotional needs as well. 
| Currently, Reserve Bank of India (RBI) 
| allows only inward remittances in 
| India. Western Union in India, 
| approved and regulated by RBI, 
| provides inward money transfer 
Services through its strong network 


| across the country. w 






LL of a sudden, the government freed all commodi- 
ties for futures trading. There were 54 commodities 
in which forward trading was not allowed; on 20 Feb- 
ruary, the Cabinet Committee on Economic Affairs 
(CCEA) erased the list. It sounds like a bold move. 

Actually, it was a mindless move. Last year, Yashwant 
Sinha had announced in the Budget that the government 
intended to liberalise forward trading. In August, the CCEA 
went through the list, identified those 27 commodities in 
which its trader supporters were interested, and removed 
them from the restricted list. Then in February, someone in- 
volved in making the Budget went through last year's Bud- 
get speech and discovered the promise that was only par- 
tially fulfilled. He pointed it out to the minister, who took it 
to the CCEA. The ministers in the CCEA scratched their 
heads, but could not think why these commodities were in 
the restricted list in the first place. So they removed them. 
They did not give a thought to what fate will befall 
the members and staff of the Forward Markets 
Commission (FMC). They did not ask 
themselves what they would do if specu- 
lators drove up the price of onions. 

They just felt heroic that day. 

So why were the commodities on 
the restricted list? It would be tempt- 
ing to think that the restrictions were 
a product of socialism; but that 
would be intellectually lazy. The con- 
trols were introduced by the British 
government — it was anything but so- 
cialist — at the outbreak of World War II 
in 1939. They continued ad hoc till 1952; 
then they were embodied in legislation, 
which did not ban forward trading, but placed 
them under the supervision of an FMC. Thus, they were 
taken out ofthe hands of a ministry official and given over to 
a body which would study facts and take a decision. The 
only decision it took in its tenure of 50 years was to ban for- 
ward trading. That was not socialism; it was wisdom. The 
FMC thereby ensured that it never made waves, never went 
wrong, that everyone forgot about it, and that its staff could 
die in office and continue to receive their salaries. 

Forward trading was banned in 1939 because the gov- 
ernment wanted to minimise inflation, and especially the 
possibility that the prices of essential commodities might 
rise out of control. Why the fear then? Because wars often 
cause inflation. In a war, a government wants to spend on 
troops, weapons, transport and army supplies. It may find 
tax revenue insufficient, in which case it would print and 
spend the money. The money would get into the public's 
hands, which, too, would want to spend it. That is how de- 


FORWARD MARKETS 
REDUCE UNCERTAINTY 
AND ARE PARTICULARLY 
USEFUL TO PRODUCERS 
OF GOODS WHOSE 
OUTPUT TAKES TIME 


ASHOK V. DESAI 


USE OF FORWARD MARKETS 


mand could come to exceed supply and cause inflation. 

War, inflation and shortages lead to profits; business- 
men come to hold large amounts of cash. The government 
would like them to invest it all in war bonds. But they may 
have better ideas. The supply of war bonds is perfectly elas- 
tic; the government would like to pay as little interest as pos- 
sible. If they invested all their profits in onions, their supply 
would be perfectly inelastic till the next crop, and they 
would get better returns. Hence came the wartime controls 
on ‘hoarding’, which the present liberal government contin- 
ues in the form of the Essential Commodities Act. 

Controls on hoarding would make it illegal and risky; so 
why not indulge in virtual hoarding? If there is a forward 
market, you can buy forward, and settle the difference be- 
tween your put price and the spot price on settlement day. 

Money is perfectly versatile; it can be moved between 
markets in an instant. It moves in search of profit; its owner 

moves it into the commodity whose price he expects 

to rise fastest. The more money moves into it, 

the faster its price rises. Thus, forward trad- 

ingcan raise prices faster; that is why gov- 

ernments that want to curb wartime in- 
flation ban forward trading. 

Whatis different about peace time 
that makes forward trading less ma- 
lign? It is the government's control 
over money supply. In peace time, it 
is not compelled to overspend, it can 

restrict money supply, and forward 
trading works quite differently where 
money supply is controlled. If it is not, it 
will make forward trading dangerous even 
in peace time. 

The major positive function offorward trading 
is that it reduces uncertainty about future prices. Where 
production takes time, a producer's decisions depend on 
what he expects the price to be when he is ready with the 
product. If there is a forward market, the uncertainty is 
taken out ofhis expectation: he can sell the product forward 
and know exactly what he will get for it. Thus, forward mar- 
kets reduce uncertainty, and are useful to producers of 

goods that take time to produce — like agricultural goods. 

So they are a substitute for procurement, and for mini- 
mum support prices (MSP). And MSP is a substitute for for- 
ward markets; it removes uncertainty and makes forward 
markets impossible. This is the logic that the CCEA did not 
see when it decided to allow forward trading in all com- 
modities. It is time it removed procurement, MSB sugar re- 
lease mechanism, the entire paraphernalia. 


The author is consulting editor of Business Standard. 
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OR the first time in memory, the 
Union Budget has not increased 


the spending on poverty allevia- | 


tion schemes and rural develop- 

ment. In fact, in Budget 2003-04, fi- 
nance minister Jaswant Singh kept the 
expenditure from the Central plan on 
poverty alleviation schemes and rural 
development at exactly Rs 10,270 crore, 
the Budget estimate for 2002-03 (see 
‘Central Plan Outlay’). So has realisation 
finally dawned on the minister and 
his advisors? 

Looks like it. The mandarins at North 
Block must have finally figured out that 
the actual spending on various anti- 
poverty schemes is well below alloca- 
tion, or that the amount spent does not 
reach the poor. Of course, ministry offi- 
cials can still argue that allocations have, 
in fact, risen as the number of people be- 
low the poverty line (by government esti- 
mates) is falling. 

Studies commissioned by the Plan- 
ning Commission in 2002 on the impact 
of poverty alleviation schemes in states 
like Gujarat, Andhra Pradesh and Uttar 
Pradesh, say the decline in poverty (if itis 
as drastic as government estimates indi- 
cate) has little to do with these schemes 
— the studies found that the money allo- 
cated did not reach the target groups. In 
fact, in most cases, it had been pocketed 
by the bureaucracy. 

Some schemes require 
partial funding by state gov- 
ernments. But those funds 
usually do not materialise. 
The self-employment and 
wage employment schemes 
in particular have been wit- 
nessing lower spends. Take 
the Swaranjayanti Gram 
Swarozgar Yojana (SGSY), 
which was launched in April 
1999 by restructuring the In- 
tegrated Rural Develop- 
ment Programme (IRDP) 
and other schemes. In 
2002-03, Rs 755 crore was 
allocated for it (to be pro- 
vided together by the Centre 
and the states). But up to 
November 2002, only 
Rs 260 crore had been dis- 
bursed. The scene was 
just as bad in the previ- 
ous year A total 
amount of Rs 774 
crore was allocated 
but till March 2002, 
only Rs 402 crore had 
been spent. Similarly, a 
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sum of Rs 5,000 crore was allocated to | 
the Sampoorna Grameen Rozgar Yojana | 
in 2001-02, but till end-March 2002, only 
| eral report in 2000 found that in Andhra 


Rs 2,450 crore was spent. 


the rest, actual spends (Rs 1,359 crore in 


2001-02) were well below allocations | 
(Rs 2,140 crore in 2001-02), even though 


the demand was high. Problems with se- 
lection, administrative difficulties and 


states not providing requisite funds are | 


some of the reasons why the entire allo- 
cated amount is not spent. 

Whats even worse is that some states 
divert funds from the Centrally-spon- 
sored schemes. In Madhya Pradesh, it 
was found that 5096 of the funds for the 
Employment Assurance Scheme (EAS) 
were being diverted for the Rajiv Gandhi 
Watershed Mission until 1999-2000, 
when the Centre disallowed the water- 
shed component under EAS. However, 
money is still diverted from the EAS and 


other schemes to prop up state govern- 
ment schemes like the Paani Roko Ab- 
hiyaan. A Comptroller and Auditor Gen- 


Similarly, even for Indira Aawas Yo- | Pradesh, Rs 11.1 crore of EAS funds was 


| jana (IAY), which has done better than | 


diverted to the state-sponsored Janmab- 
hoomi scheme, leading to a loss of po- 
tential employment generation of 1.9 
million man days. 

Then there is the question of the 
money reaching the target group. Even 
in a reasonably successful scheme like 
IAY, large sums of money are misappro- 
priated. A September 2002 study by the 
Overseas Development Institute says 
that of every Rs 20,000 allocated per 
house under IAY, Rs 6,000 is misappro- 
priated by local-level administrators 
and contractors. Politicians see the 
housing scheme as a means of patron- 
age. In Haryana, 4796 of all houses built 
involved contractual agencies despite 
guidelines barring their involvement. 
À study in Aurangabad district, Maha- 
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For once, a finance minister does not see the 
point of increasing anti-poverty spends 
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rashtra, found that the minister in 
charge was handling the sanctioning of 
houses. “Funds have been allocated to 
political supporters and a big share of 
the benefits have been manipulated to 
this end,” says former secretary (plan- 
ning) N.C. Saxena. Similarly, with wage 
employment schemes, only an esti- 
mated 25% of the amount allocated 
reaches the actual beneficiaries. The 
other 75% just disappears. 

Malpractice is rampant in self-em- 
ployment schemes. Bank officials take 
away 10% of the total subsidy provided 
as ‘informal charges’. In certain locali- 
ties, over 20% of the subsidy is charged 
as ‘speed money’. Planning Commission 
officials say that the SGSY has been slow 
to take off and malpractices continue to 
hamper its implementation. 

Over the years, reports have said anti- 
poverty schemes are pointless, So gov- 
ernments have recast, merged and lim- 
ited their number. The failure of most 
schemes except IAY proves they have lit- 
tle to do with alleviating poverty. a 














HY on earth does the Govern- 





us at Businessworld. 
When we looked at the Expenditure 


Budget 2002-04, Volume I, we found that | 


the actual staff strength of the govern- 


ment as on 1 March 2002 was 3.42 mil- - 


lion. But this is ex- 
pected to have risen 
to 3.51 million in a 
year. In other words, a 
Staggering 92,165 
people have been 
added to the govern- 
ment machinery this 


ment of India estimate that its . 
staff strength will grow by a 
whopping 92,165 persons to — 
3.51 million in March 2003? | 
This is a question that was vexing all of | 


5,420,000 
& growing 


tivity in the country picks up. So, the De 
partment of Economic Affairs has put ii 
its net contribution of 1,446 people. 
The Ministry of Health has added an 
other 2,468 people to ensure that Indi: 
does indeed become “a global healt! 
destination” as finance minister Jaswan 
Singh said in a post-Budget interview 


After all, 387 Indian towns, the Eco. 


nomic Survey informs us, have just beer 
declared “scavenger” free. It is an alto- 
gether different matter that 70-80% oi 
the illnesses in India are related to wate: 
contamination and 
poor sanitation. Why 
should that stop “the 
oil-rich world, which 
earlier went to Europe 
or the US for medical 
treatment" from 
coming to us? 








year But why or The good news is 
“’so,wedecidedo There sure is work | opio iiis 
iisiswhatwedseor CDOUghfOr92,165 meus 
""Naümewhenme MOre employees!!! en 22 an addi 


government is dere- 
serving the sector, the Min- 
istry of Small-scale In- 
dustries clearly needs 
and has added an- 
other 519 persons to 
help out. With what? 
Nobody knows. The De- 
partment of Commerce 
has, in all honesty, shed 
quantitative restrictions by 
adding another 556 per- 
sons. The Department of 
Posts has added 13,066 per- 
sons, probably to counter the 
threat posed by electronic 
mail. The Ministry of 
Labour is doing its bit 
for generating employ- 
ment by hiring 1,539 
persons in the year. The 
Ministry of Personnel, 
too, is lending a helping 
hand by adding 1,116 people to its exist- 


ing 8,439. And so what if disinvestment | 


minister Arun Shourie is trying to priva- 
tise like there's no tomorrow — the De- 


partment of Public Enterprises has | 
taken on six more people to ensure that | 
the remaining public enterprises get all | 


the attention they deserve. 
It costs money to deliver governance. 


But where willit come from? To raise rev- i 
enues from taxes, the Department of | 
Revenue needs 1,758 more people to its 


existing strength of 126,706. But rev- 


enues can only be raised if economic ac- 























the year). An addi- 
tional 6,481 people in 
the Ministry of Statistics 
and Programme Imple- 
mentation will ensure 
that all those plans 
are being imple- 
mented. That's up from 
5,755 a year ago. In case 
you had any doubts on. 
whether urban develop- 
ment will happen: 
smoothly, rest assured, the- 
department now has 30,954 
people, up from 28,370 a 
year ago, a net addition of. 
2,500-odd. 

To make sure that. 
Indian Airlines and Air- 
India remain star per- 
formers, the Ministry of 
Civil Aviation has 
added 221 people to its 
staff. That could, of course, include 
some of the new additions by the Airport 






_ Authority of India who are ensuring that 


our airports look spanking new and 
world-class. 

50, Mr Kelkar, take heart. Just as we 
are beginning to see light, you'll soon 
understand why your reports were rele- 
gated to the trash bins. And, keeping you 
company every step of the way will be 
your former colleague K.P Geethakrish- 
nan and his report on Expenditure Re- 
forms. Does it take an Albert Einstein to 
figure out what taxes pay for? 8 
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HOW does China manage to soak upall 


—that foreign direct investment (FDD — 


$50 billion in 2002 compared with Indi- 
a's $4 billion? Since the 1990s, China has 
been one of the most popular investment 
destinations in the world. In fact, its 
large FDI inflows have been held up asa 
sign of the success of its economic reform. 
But now, Yasheng Huang, associate pro- 
fessor at Harvard Business School, has 
put forward a provocative counter-the- 
ory. Huangs research on FDI in China 
shows that inefficiencies in the Chinese 
economy led to large foreign invest- 
ments. While FDI has had several posi- 
tive effects on the economy, it has come at 
the cost of a weakened domestic private 
sector in that country — a mistake the 
Chinese communist party is trying to 


. correct. But is it too late to foster entre- 


preneurship? Ina conference call from 
his home in Boston, Huang spoke to In- 
drajit Gupta and Avinash Celestine 
about his research and his conclusions. 


Bl The high level of foreign direct 
investment (FDI) in China since the 
1990s is widely recognised as a sign of 


China's economic strength. But your 


research seems to suggest that the 
igh inflow could well be a sign of 


deéper structural distortions. Could 


you take us through the starting point 
of your thesis on FDI in China? 

The work I have been doing tries to 
explain why China received so much 
FDI in the 1990s. Of course, a lot of 
people have done work on this subject. 
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The conventional wisdom is obvious. The economy was growing, labour costs were 
low and China had ethnic connections with rich Asian economies like Taiwan and 
Hong Kong. So, it is not surprising that so much FDI goes into China. It is seen as a 
sign of success and economic reform. In comparison, India receives little FDI as the 
growth has not been as high. 

My own work provides a very different perspective (not so much on India, which 
I know little about), but that perspective does have implications for India, too. The 
perspective, which I argue in the book, Selling China, is that the reason why China 
got so much FDI is because the domestic financial system allocates domestic sav- 
ings very inefficiently. The savings rate in China is high and in the 1990s, it (China) 
was a net capital exporter to the rest of the world. So China is not short of capital. 
But its poor financial system allocates domestic savings inefficiently in 
the sense that most of the money goes to the inefficient firms like 
state-owned enterprises (SOEs) and most efficient firms, like private 
firms, dont get much capital. So, in that particular context, FDI plays a 
unique role. One, it provides financing to private entrepreneurs who 
couldnt get financing or capital from the formal financial system. Two, 
that FDI ends up playing the privatisation function by converting 
inefficient SOEs into more efficient foreign-owned enterprises. 

The second function is not surprising because you find that in Latin 
America and in Eastern Europe as well. But what is unique about China 
is that while foreigners were acquiring SOEs, at the same time, the 
Chinese government did not allow domestic private firms to do the same 
thing. That's because it would have constituted privatisation, to which 
the government was opposed till recently. 


E How has the over-reliance on FDI affected the Chinese economy? 
We need to separate the two issues carefully here. One has to do with reasons why 
China gets so much FDI — this is what my research has mainly focussed on. The 
other is the effect of FDI on the Chinese economy, which is your question. 

The effect of FDI on China has been very positive. FDI gives finance to private 
entrepreneurs who cannot get capital from the formal financial system. What FDI 
does is provide a sort of venture capital to private entrepreneurs, who are otherwise 
denied financial resources to grow. So, from that perspective, FDI is extremely 
efficient in terms of its effect. 

But the real reason why FDI came in was largely because of the financial 
inefficiency in the system. I compare FDI to medicine. If you are sick, it is good to 
have some medicine. But it doesn't mean that getting sick itself is a good thing. 
Many people dont like FDI because they dont like the effects of FDI: they think FDI 
cuts out domestic firms because foreign firms can compete more successfully with 
domestic firms. My view is the opposite: the reason why China gets FDI is ineffici- 
ency. FDI itself is efficient on the Chinese economy because FDI provides financing 
to credit-constrained private entrepreneurs. This is one of the reasons why the 
Chinese economy has been able to grow despite enormous financial and 
institutional inefficiencies. FDI in China also plays an important role in promoting 
economic growth than it would otherwise — if, say, China had a more efficient fina- 
ncial system. And this is a point that is easier to illustrate if we look at other Asian 
economies like Hong Kong, Taiwan and, to some extent, Thailand. In the 1960s and 
1970s, these economies (Hong Kong and Taiwan are better examples of this) grew 
very quickly without much FDI. So FDI is not a necessary condition for economic 
growth. FDI becomes important to China and, to some extent, to Malaysia today 
because they have inefficient domestic financial and legal institutions. 


li What were the specific events that led to allowing FDI in the early 1990s? 
What's interesting here is that if you look at many countries, the impetus to libera- 
lisation is some form of financial crisis or some form of economic difficulty. That's 
definitely true in the case of India — the country was running short of foreign 
exchange and growth had slowed down. What happened in China in the early 1990s 
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fi ims ipud id grise in these indus 
tries and thus succeeded in establ ishing 8 
production presence in these segments, dee 
spite the comparatively high fixed costs of in- 
vesting and operating in China. Second, Che — 
nese private entrepreneurs were left with ng = 
choice but to resort to the most expensive — 
way of accessing capital: ceding equity con« 
trols over their own business to foreigners. 
Third, FDI allowed them to have some prop- 
erty rights security in a system in which they 
were politically and legally disadvantaged. 
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was that after Tiananmen (Square) in 1989, the conservative economic planners 
took control of the country. (At that time) the SOEs were virtually bankrupt because 
of the tight economic controls that the central planners imposed on the country. In 
the 1980s, there was some private sector activity, but when these activities became 
politically and ideologically problematic for the leadership after Tiananmen, they 
cracked down on private firms. So what happened in 1991 was a substantial 
reduction of economic growth and the Chinese external sector ran into difficulty. 

It was that difficulty that prompted the leadership to open up FDI. In 1992, they 
substantially liberalised FDI controls. Also, they began to somewhat liberalise the 
policies toward the domestic private sector. But liberalisation of FDI was far more 
sweeping and much broader than domestic liberalisation. FDI came in in response 
to the weaknesses in the SOEs, as foreign firms didn't think the SOEs could compete | 
with them. And to add to that, the economic prospects of the country looked good. 

What's happening now is that beginning in 1998, the country began to experie- 
nce difficulties with the kind of FDI-driven growth that it has relied on since 1991- 
92. So it began to liberalise the domestic private sector. So, since 1998, the relative 
share of FDI to domestic fixed asset investment has declined greatly. FDI today 
plays a far less important role than it did in the mid-1990s. That is mainly because 
the Chinese domestic private sector has become more competitive since then. 








E What were the issues that cropped up because of FDI-led growth? 

For one, the state sector problems have persisted. FDI has made a difference 
(there), but not a dramatic one. What you'll find is that FDI has financed JVs (joint — | 
ventures) with the state sector. The JVs are better run than the 100% subsidiaries of 
SOEs. But you still run into operating problems in the state sector. So the financial 
performance of the SOEs has continued to deteriorate throughout the 1990s. The 
banks are in a terrible state partly because they have to finance the liabilities ofthe | 
state sector. That's on the performance side. 

On the competitiveness side, what the leadership has found is that, increasingly, 
the gains of Chinese economic growth have gone to foreign firms. If you go through 
the Chinese balance of payments statistics, you will find that in the mid-1990s, the 
foreign income repatriations were only about $6 billion. Today, they are about $30 | 
billion. This is a capital outflow from the current account. Some of that money 
comes back in the capital account through reinvestment, but, over the long run, the | 
trend of increasing capital repatriations has been dramatic. And so the leadership, I | 
think, concluded that the SOEs couldn't compete with foreign firms because of their 
intrinsic incentives and operating problems. And the FDI has solved some of these 
incentive problems, but not all. A lot of the gains from economic growth have gone 
to foreigners rather than Chinese entrepreneurs. So, beginning in 1998, they have 
begun to allow privatisation, especially of smaller SOEs. They have allowed the I I 
banks to lend capital to private entrepreneurs. They have also improved legaland | i l 
political treatment of private entrepreneurs. In "Nie two um Na ans Ch na S pla n n e rS 


secretary has welcomed private entrepreneurs to join the party. : now em b race a n 


But it took them a long time to grasp a simple economic point, which is that 


private firms are more efficient than SOEs. It took them 20 years to begintorealise | QCO no m IC a Dp roa ch 


that fundamental truth. So now they are embracing more of an economic approach 


that emphasises privatisation rather than simply getting more FDI into the country. | that e m D ha S | ses D ri " 


So I consider the events of the last four years to be a turning point in the Chinese e . 
economic development, which is more sweeping and important than the reforms | vatısatı on rather 


that they undertook in the previous 15 years. | th an SI m D ly getti n Q 


lll How would you evaluate the steps that the government has taken so far to i 
revive entrepreneurship? Are they working at all? more FD | à It IS d 


I have two answers. One is yes, it is working. The other is that China today is paying mo re SWee j n o ste D 
a price for not developing its domestic private sector in the previous 15 years of | 


reform. To explain the second point first: compare it with India. What’s interesting — tha n the re O rms of 
(I’m talking about India here as an outsider, not as an expert), superficially, is that | 


relative to the size of the economy, India has a number of world-class competitive | the last 1 5 yea rs i 
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firms — Infosys, Tata, Wipro, Cipla and Ranbaxy. Even though the size of India's 
GDP is half the size of the Chinese economy, China does not have a group of com- 
petitive firms like India does. If you look at the ranking of firms in Fortune 500 or 
Far Eastern Economic Review, there are usually 8-10 firms from China listed in these 
publications. In the case of China, each firm on the list is an SOE — it is a mono- 
poly. For instance, in telecom, where they don't allow private firms to come in. Or in 
natural resources. Or even in banking, which is again a monopoly. A monopoly 
(here) doesn't mean that there is one state-owned bank — it means that every bank 
has to be largely state-owned. Compared to India, (where) you have some firms that 
have made it to the list because of their entrepreneurship, innovation and growth. 
Again, this is an extremely superficial comparison — it is probably wrong. 

But what is striking is this contrast between the relative macroeconomic success 
of China and its microeconomic failures. The reason for that is, for the first 15 years 
of the reforms, the Chinese government emphasised two things in its economic 
programme. One was restructuring SOEs, rather than privatising them. The second 
was attracting FDI. Promoting the domestic private sector was not only low on their 
priorities, but they were also systematically against it until 1998. Since then, they are 
trying to catch up. It has been successful: a lot of private entrepreneurs have a 
better legal and political standing — they can borrow more money now than they 
could before. But as you know, it takes time for business to evolve. My prediction is 
that in five to seven, or maybe 10 years, you are going to see the emergence of 
competitive domestic private firms in China on the scale that you see in India. 


ll But given that foreign firms already have a fairly strong hold on the economy 
and on many of the competitive spaces, will that be possible? 

I think in certain sectors such as home appliances, where there is local knowledge 
or local know-how. But your larger point is correct. It is more difficult for Chinese 
domestic private firms to grow because they have missed the window of opportu- 
nity in the last 15 years. And now they have to compete with MNCs. So I agree with 
that point. ... Though I would say that competing with foreign firms is less ofa 
constraint from the perspective of a domestic firm than political, legal and 
financing constraints. ... The issue is whether domestic firms can compete with 


foreign firms. In certain sectors they do have a chance. | 





VIKAS KHOT 


China and India: Bridging the gap 


HIS week, Harvard Business School 
(HBS) is introducing a course on doing 
business in the two biggest emerging 
markets in the world, India and China. Titled 
The Dragon and the Elephant: A Comparative 
View of Business in Modern China and India, 


dia's expertise in biotechnology and software." 

Indeed, the fear factor obscures the fact that trade between these 
two economies (in terms of purchasing power parity) has grown by 
leaps and bounds. Trade between India and China grew to $4.945 bil- 
lion in 2002 from $338 million a decade ago. That's an average comp- 
ound growth rate of 30% a year. India's main exports to China in 2001 





the course has a single-point agenda. “The main interest is in com- 
paring companies from the two countries and trying to understand 
whether companies from one could actually operate in the other,” says 
Tarun Khanna, professor of strategy at HBS, who will conduct the cou- 
rse along with Yasheng Huang. Khanna says there is an idealistic mo- 
tive too. “Trade links help bridge political differences ultimately. There 
are lots of examples in history where that's been the case." 

"There's been a lot of interest in China within the Indian 

business community over the past couple of years," says 
Khanna. “Mainly, it has to do with the fear that cheaper Chinese 
goods will swamp Indian manufacturing." What's little known 
in India is that the Chinese feel the same way too. "Yasheng 
told me the Chinese business people that he interacted with were 
extremely scared of India," says Khanna. "They were scared of In- 








were minerals, textiles, plastics and chemicals. Main imports were or- 
ganic chemicals, mineral fuels, electrical machinery and textiles. 
Already, Khanna says, the new course has generated considerable 
interest on campus. Spread over 10 sessions, it will cover a range of 
topics: economic reforms, the business environment, entrepreneurship, 
the role of the diaspora in the two countries, foreign direct investment 
and corporate governance. The reading list is eclectic — from 
VS. Naipaul's India: A Million Mutinies Nowto intensely aca- 
demic papers on foreign direct investment in China and liber- 
alisation in India. The line-up of speakers is also impressive: 
Montek Singh Ahluwalia (now with the World Bank), professor 
Dwight Perkins of HBS, professor Ravi Ramamurthi of Northeastern 
University, and professor Tony Saich of the Kennedy School of Gov- 
ernment and the former head of the Ford Foundation in Beijing. 
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a cc was a conservative Irish bank FEM mainly with 
|. thefarmsector. And it used to work at a pre-Industrial 
Revolution pace. But that was not good enough for its 
new customers, mostly small and medium enter- 
prises. They wanted the ease of access they were ac- 
ustomed to in consumer banking and speedy ap- 
roval of loans. ACC was stuck. Its information sys- 
up piecemeal, needed a lot of manual intervention 
ce, was slow. It could not provide that kind of service. 
0, last August, ACC floated a ‘large’ tender (it doesn't talk 
bers) for modernising its systems. It was expected that the 
ould go to a banking software company like the Swit- 
d-based Temenos or the UK-based Misys. Soon, how- 
in Indian company, i-flex Solutions, was seen nosing 
in the bank, spending more time checking out the op- 
than giving a sales pitch. A few weeks later, i-flex re- 
with a working prototype and started giving the bank a 
ionstration. "It was interesting. We did not talk sales. We 
| the prototype to work out various business scenarios 
ne bankers see how our system would respond to their 
$,. says N. R.K. Raman, head (global sales), i-flex. 
To Temenos’ dismay, ACC decided to go with i-flex’s FLEX- 
its product for the banking, financial services and insur- 
BFSD industries. This would not be the last time this 
yuld happen to Temenos. Nor was it the the first time that this 
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It has become the top banking 
software product company in the 
world. That could propel it into the 
big league of the Indian industry 





small but aggressive Indian company would snatch a piece of 
the $240-billion global BFSI software market from bigger, bet- 
ter-known comp anies. 

This year, i-flex begins its assault on the US banking soft- 
ware market. At $130 billion, it is the world’s largest. But entry is 
tough. “Non-US companies find it very difficult to crack the US 
market," says Martin Whybrow, a banking software analyst and 
editor of International Banking Systems (IBS), a UK-based in- 
dependent banking publication. Experts say the performance 
demand in the US market is 10-12 times higher than in other 
parts ofthe world. 

Inamanner reminiscent of John McEnroes pursuit of Bjorn 


Borg across three continents and four Grand Slams in the 80s, - s 
i-flex has been chasing global majors like the Misys, Temenos, 
Sungard, London Bridge and ERI Bancaire for the crownoftop. — 


banking software company across five continents for four. 
years. It has already cleaned everyone's clock in Africa, held its 
own in the Asia-Pacific and drawn level i in Western Europe. 
Only the US has not fallen before it.. 

So the wine setved at the i-flex headquarters i in 1 Bangalore | 





on 5 March had the distinct flavour of 1980s Wimbledon. The : 
reason for celebration: i-flex had beaten Temenostothetop | 


slot in the global BFSI software provider stakes. The IBS ranking. 


is the last word in the industry. The annual exercise tracks over. 


60 products and only new name clients are included and multi- 
ple installations of the same bank are counted as a single order. 
Even competitors acknowledged the achievement. "It is a 
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Sunguard 

ERI Bancaire : 
Mysis 10 
London Bridge 10 
Delta Information 9 
Fiserv 9 
Infosys 8 
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JUGGERNAUT ROLLS ON 


FLEXCUBE roll-out across geographies. They have spread in different 
geographies and are now attacking the lucrative US market 
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Sungard SUNGARD US 115+ $2,590 million $334 million 5 
Misys misys() UK 6354 $1,550 million $79 million ; 
Temenos Switzerland 5004- $113 million ($44 million) 
i-flex T-flex: India 98 $88 million $30 million 








good success story. They have done well for themselves,” says 

Nandan Nilekani, CEO, Infosys Technologies. His company is 

ig to refocus its banking product, Finacle. 

- j-flexers (as its employees call themselves) can sit back a lit- 

and sip some champagne. It has taken this $100-million 
mpany and its 2,100 employees five years to dislodge the nu- 
mero uno. One can be excused for wondering what i-flex is. On 
the surface, it looks like any other Indian IT services company. 
It has a strong offshore delivery model. It has two lines of busi- 
“ness — products and services. Like other IT services compa- 
~ nies, i-flex, too, sends its people overseas to customer loca- 
< tions. But the parallel ends here. 

5. That's because i-flex also sells packaged software, ‘boxes’ if 
-you will, much the same way as Siebel, Tibco or SAP And even 
when it sends its people to client locations, it is not to provide 
'bodies' to write code, butlargely to understand client require- 
ents. If one looks closely into i-flex's revenues, one will see 
at for every Rs 100 i-flex makes, Rs 65 comes from products 
and Rs 35 from services. No other Indian company has focused 
- so sharply on products. Visualsoft tried, but after being badly 
~ hit in the meltdown of 2001, it is now 95% services. Pramati has 
. aproduct, but is too small right now. 

This is where i-flex stands out — its commitment to prod- 
ucts has been there right from Day One. What makes products 
ough for Indian companies? First, they are far removed 
om the customer to build in all the nuances — a fundamental 
ttribute of a product. Second, product marketing is a risky 
ame. "Typically, (one) may need to invest $500,000- 1,000,000 
) build the product and another $5 million-10 million to mar- 
:t it. If it fails, you lose it all," says Arindrajit Ray, principal con- 
itant, Apar Infotech. i-flex’s act of breaking down the door is 
en as a sort of landmark. “i-flex’s model is not for everyone, 
jut it is an achievement for the Indian industry. We, too, are 
looking at our banking solution suite afresh," says a competitor. 
_ i-flex started with the same genes as its competitors. in 1989 
was a small offshore development agency (ODA) for Citibank. 
wasaone-room office at the Ambassador Hotel in Mumbai," 
iys V. Shankar, the first person hired by Citi’s ODA (he heads 
flex's IT services division now), adding, "offshore wasnt an in- 
ustry term then." Citi scaled up its operations up to 1992, then 
ecided to spin offthe software development operations. Thus, 
iticorp Overseas Software India (Cosi), which went on to be- 
ome i-flex, was born. It took over a product called Mi- — NIS 
'obanker, a ‘boxed’ version of what Cosil had done for Citi. But iio ces 

iat never made it big. "It was difficult to perform complex op- 
rations on Microbanker architecture as the database simply 
id not support that kind of stuff," says a former developer at 
flex. Even so, in 1996, i-flex managed to make 20 installations. 
flex could have pushed Microbanker in developing econo- 
ies and become the king of BFSI software in the Third World. 

-. Butit did not take that option. “We knew the banking indus- 
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try was changing fast; that standards 
were becoming important; that the ser- 
vices-based model was becoming com- 
moditised. Almost all Indian companies 
were telling the same story to the CIOs," 
says R. Ravishankar, CEO (International 
operations & technology. He adds: “There 
is no differentiation left. The services bu- 
siness, save for a few, is not sustainable." 
So unless you have the scale of an Infosys 
or a Wipro, competing on cost and qual- 
ity would get difficult for late entrants. 

Theonly way to beat that was to take a 
different approach. So i-flex decided to 
snap the link between headcount and 
revenue. Besides, it had figured in the 
mid-90s that entire industries were mov- 
ing to a 'division-of-labour' approach to 
computing. They were putting their data 
in best-of-breed databases like Oracle, 
Sybase and Informix. They were keeping 
their business logic on servers and were 
putting only a small piece of software on 
user terminals that would request and 
display data. So i-flex decided to write 
new software to control a bank's corpo- 
rate operations and allow customers to 
access the bank through the Internet, 
ATMs or mobile phones. 

This step by i-flex sent a strong signal 
to the customer about its commitment to 
the product. It meant giving up $15 mil- 
lion-20 million in revenues of the old Mi- 
crobanker and it took almost two-and-a- 
half years to create the architecture for 
FLEXCUBE. Luckily for i-flex, most of its 
competitors did not realise open stan- 
dards-based server/client architecture 
would come in so fast. 

An equally big factor was chairman 
and managing director Rajesh Hukku's 
focus on sales. A majority of companies 
spend a large part of their manpower ex- 
penditure on developers and solution ar- 
chitects; the job of sales is to simply un- 
derstand client needs and then come 
back with a product design. Hukku knew 
that for product marketing to work, the 
sales force must know how the product is 
designed so that whatever the client's re- 
quirement, it can still position the prod- 
uct in his head. To Hukku, product mar- 
keting is all about showing the money. 
The client has to know how much he is 
saving and how much more he is making. 
He drilled that into the sales staff. "Even 
in 1998, when the company had only 500 
people, it had almost 25 people in sales. It 
was a large number as compared to the 
others who had 2-396 of their staff in 
sales," says an ex-employee. Hukku also 
ingrained in i-flex a culture of aggression 
seen normally in American companies. 

Take, for instance, its approach to the 
African market — its stronghold. When 





i-flex's Ravishankar: There is 
little differentiation in services. 
90 a product makes sense 





i-flex's Ghaisas: IT services will 
give the company access to 
banks that don't use FLEXCUBE 


HEMANT MISHRA 


HEMANT MISHRA 


other companies, and never mind if they 
were Indian, like Infosys tried to break 
into the market in 2001-02, i-flex was not 
afraid to use the political connections of 
its distributors to keep them at bay. "A 
strong media ‘management’ approach 
marks i-flex's aggression. They are not 
afraid to spread the news of their com- 
petitors' failure or troubles to benefit 
themselves. To the extent that you be- 
lieve in the dictum ‘business is war’, the 
approach is justified unless it is illegal," 
says an IT analyst. Not only this, i-flex 
has, at times, hired from other compa- 
nies for competitive intelligence. People 
who have joined i-flex from other com- 
panies like Infosys confirm this. Again, 
this is a standard practice with aggressive 
companies. 

i-flex also latched on to some smart 
strategies early on in the product market- 
ing game. In mature markets like Europe, 
customers were still not willing to talk to 
"foreigners" about their core-banking 
problems. India was known for "cheap" 
software services but never for products. 
Even getting appointments with German 
banks was tough for companies like 
i-flex. That's where bringing in people 
like the 55-year-old Ronald F Stubbings 
as the country manager in Germany 
helped. Stubbings earlier worked for an 
Austrian company selling technology so- 
lutions to European banks. He knew his 
way around. i-flex met him at a banking 
exhibition, SIBOS, in San Francisco. 
Stubbings was searching for business 
partners for his company. He was selling 
small products whereas FLEXCUBE was 
a universal banking product. Stubbings 
was promised freedom to develop the 
business in parts of Europe. He knew 
what exactly was different in the German 
ledger system and how i-flex should nav- 
igate through 20 different banking-re- 
lated regulatory books. i-flex spent over 
1,000 mandays "Germanising" FLEX- 
CUBE and hopes to start selling it by June 
2003. Says Amsterdam-based SNS Bank 
N.V. director Y. Goedhart: “We are not 
much interested in what is inside the 
product. We are more concerned about 
how it will work for us. Presence of local 
implementation partners surely helped 
us decide in favour of i-flex." In Europe, 
i-flex, apart from selling directly, has ap- 
pointed local partners to sell FLEXCUBE. 
The model is not new. In their early days, 
companies rely on implementation part- 
ners to bring down their marketing costs. 
Even now, Misys operates largely 
through partners. Today, these partners 
account for 6096 of i-flex's revenue. The 
logic is simple. The partners are the ears 
of the banks' CTOs. Also, in the initial 
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days of selling, before i-flex set up its offices in Europe, the part- | 


ner provided a personal interface with the customers. 

i-flex started off with Africa, went on to Europe in 1999 and 
the US in 2001. Citibank was only the forty-seventh customer 
- for FLEXCUBE. i-flex understands Africa (It started off selling 
the Microbanker there). It knows West Africa is a price-sensi- 
tive, low-performance, easy-to-use software market, but South 
-Africa is not. There, financial products are sold like FMCGs are 
in India. “Finance companies are top advertisers in South 
Africa," says an analyst. Like Europe, South Africa needs high 
performance software. i-flex has 7-8 large banks in South Africa 
. running FLEXCUBE. In countries like Egypt, 65% ofall banking 
transactions go through FLEXCUBE. i-flex has also entered for- 
mer British colonies in Africa like Kenya and Zimbabwe. 

In a way, its position in the African market helped i-flex pre- 
pare for developing as well as developed markets. In Europe, 
Rabobank is converting to i-flex's solution. Stubbings has man- 
aged to convert quite a few banks in Poland. Asian numbers are 
also inching up. These markets matter. But it is the presence in 
the biggest BFSI software market in the world, the US, that will 
propel FLEXCUBE to the next level. 

i-flexs business model for the US is going to be the same as 
the one it uses in Europe. A year ago, the company appointed 
Dennis Roman as its chief marketing officer for Japan and the 
Americas. He had then just retired as Hewlett-Packard's world- 
wide director of banking and financial markets and came with 
three decades of experience in marketing to key financial seg- 
ments — banking, brokerage and insurance. Roman also 
served as the chief technology officer at Bankers Association 
for Finance and Trade, where he played a key role in establish- 
ing its Worldwide Technology and E-commerce Committee. 


Roman proved a perfect pick. He understood Indian culture 
well. Every year, he and his artist wife, both followers of Sri 
Nityanand Das, visit the Ganeshpuri ashram near Mumbai. He 
quickly picked gaps in the i-flex marketing effort. The company 
was pitching FLEXCUBE directly to big American banks with- 
out realising that it had no references to show in that country. 
Citibank, which was changing to FLEXCUBE in Europe and 
Africa, was unwilling to migrate in the US. What does to a com- 
pany that wants to sell its products for the first time in the US 
do? It has to first sell to big technology analysts like Gartner, Ce- 
lent and Tower. These analysts write research reports on prod- 
ucts, even counsel clients on selecting technology. 

So Romans next stop was technology analysts. In one meet- 
ing, he invited several banking software analysts to talk about 
the product. Gartner's analyst Don Free called i-flex a strong 
contender. Ideabyte's Stephanie Moore wrote: "i-flex: the best- 
kept secret in the financial services professional services indus- 
try." Celent even put out a case study of Citibank’s core system 
replacement with the FLEXCUBE. Celent's report concluded: 
"Clearly, the choice of a centralised, regional architecture, us- 
ing HP's Superdome servers and i-flex’s FLEXCUBE is interest- 
ing for other banks to observe.” Says Roman: “I was shocked. i- 
flex did not realise that they were sitting on a billion-dollar 
opportunity. They were happily counting their millions.” 

That gave Roman and his team the initial ammunition to 
pitch for sales with the US banks. The results are coming in 
slowly. The International Monetary Fund (IMF) chose FLEX- 
CUBE. This order was won against stiff competition — there 
were 44 bidders. Four were shortlisted and i-flex got the order 
after seven harrowing months. Once, while IMF was still doing 
its due diligence, it sent a team of eight to i-flex's users’ confer- 
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ence in Singapore to get first-hand expe- 
rience about the product. Convinced, the 
North Carolina District's treasury also 
became a convert to the FLEXCUBE. 

Last month, Hukku meta representa- 
tive from his venture capital investor, 
Citibank. His investor told him not to pay 
any dividend for the next few years. In 
1992, Citibank had invested $400,000 for 
a 40% stake. Now, the stake is worth $280 
million. The increase in value of the in- 
vestment is far more than the dividend 
the company has given so far. He saw a 
bigger opportunity if FLEXCUBE makes 
itbigin the US. He also did not want i-flex 
to make more money and hoard it in the 
balance sheet (i-flex is a zero-debt com- 
pany). Hukku was lost for words. He 
could only mumble that he wanted a bul- 
let-proof balance sheet to pitch to cus- 
tomers like the IME The argument con- 
tinued. Hukku was cornered. He said he 
already has plans to put more money 
into marketing the product in the US. 

He knows that the stakes are big. Ac- 
cording to Gartner, the software and ser- 
vices spending in banking is $237 billion 
globally. The US spends $130 billion. Yet, 
there are not many billion-dollar bank- 
ing software product companies. In fact, 
there are just two — Misys and Sungard. 
Therest ofthe turnover comes from sales 
of database products like Oracle, EDI's 
services and customisation services at 
the customers' end. A large portion is also accounted for by in- 
house software spends in big banks like Bank of America or 
Chase Manhattan which typically run on proprietary software. 
A great many of the 11,000 banks in America or 2,500 banks in 
Germany run on software created by local vendors. 

The market is also highly fragmented. According to the IBS 
annual sales league table, there are 7,500 installations of soft- 
ware products from 66 companies worldwide in the banking 
industry. A closer look will show that 6096 of these installations 
are shared between big companies like Misys and Temenos. 
These two account for 3,700 installations among them. But that 
is still not the most interesting point for i-flex. 

Many of these systems are dated. Earlier, banks developed 
or brought different software products when a need arose. So, 
as a bank added retail, it bought retail software. When treasury 
operations became big, it would buy a treasury suite from the 
best vendor. Some of this software were from different vendors 
and, therefore, were not compatible. i-flex' s FLEXCUBE will ad- 
dress exactly this problem — it has a ready solution for every 
business. Buy the FLEXCUBE and you can add more suites as 
your bank expands. HDFC Bank started off with the corporate 
bank suite, then added treasury and then retail. It is also more 
modern. It is built on more advanced database software like the 
Oracle 9i while Temenos' Globus is built on an old proprietary 
database platform. What this really means is that banks using 
FLEXCUBE can use the latest tools to analyse data. This is im- 
portant in the fast-growing retail banking segment, as Ireland's 
ACC bank found out. A few days ago, i-flex bagged an order 
from a big Asian bank that was using Globus earlier. IME which 
always used in-house software, bought FLEXCUBE to analyse 
its lending portfolio. Says i-flex' s Raman: "There is no dearth of 





i-flex’s Shankar: The operation 
was small. Offshore was not an 
industry term then 


demand for FLEXCUBE. It is a huge mar- 
ket out there." There are 50 states in the 
US with at least two treasuries each. i-flex 
wants to make half of them its clients. 

That brings us back to Hukku's con- 
versation with his investor. Hukku says 
he will continue to spend more on mar- 
keting in the US. Last year, i-flex more 
than doubled its spend to Rs 60 crore. 
This year, in the first nine months, it has 
already spent Rs 94 crore or 56% more. ~ 
Much of this will go towards building the’ 
FLEXCUBE brand by organising industry 
seminars and roadshows. To grab atten- 
tion, i-flexis thinking of sponsoring sem- 
inars at banking conferences. 

But, that is just one of the strategies. 
i-flex also has a big software services 
business with a lot of experience, again, 
in banking services. i-flex CEO (India op- 
erations) & CFO Deepak Ghaisas says 
that this will give it access to banking cus- 
tomers in the US to start with. In the US- — 
based State First Bank, for example, i-flex 
is making an existing treasury software 
share data with another corporate soft- 
ware. It is writing a customised software 
that will make this happen. But, since the 
existing software runs on an old database 
platform, i-flex hopes to convert it into a 
FLEXCUBE customer. Talks are also in 
progress with US-based EDI to become 
an application service provider (ASP) to 
community bank and credit unions in 
the US. Says Ghaisas: "We will take every road that goes to the 
US market. We just have to get a foothold there." 

Still it is not going to be easy. Says IBS' Whybrow: "Tradi- 
tionally, US customers prefer local vendors and it is going to 
take time for i-flex to crack open the top banks there." While 
FLEXCUBE runs on the new open architecture computers, US 
banks are still invested in large mainframe or mid-frame 
AS/400 systems and FLEXCUBE will not run on them. So, i-flex 
will have to wait till these banks are willing to invest big money 
to change their hardware. 

Meanwhile, i-flexs competitors are also changing their 
stripes. Temenos has tied up with Oracle to offer the Globus on 
a more modern platform. Last year, after an 18-month faceoff 
with i-flex, Temenos won the ING Bank order to run Globus on 
the new Oracle platform. Admitted, ING was already a 
Temenos customer, but the factors that swayed ING to 
Temenos could work for other customers as well. That does not 
worry Ghaisas. He says three factors will clinch the case for 
i-flex. First, itis the most recent product and, hence, has new 
tools like Internet banking built into it. In 2001, i-flex signed up 
16 retail banking customers while Temenos managed only one. 
Second, having a factory in India means lower costs of cus- 
tomisation. Finally, FLEXCUBE has a better geographical 
spread than Temenos, which is present largely in Europe, and 
addresses a bigger market. 

Says Whybrow: "They moved to No.1 in a dull market. I 
don't see why they can't stay that way when the markets look 
up." Hukku will be hoping exactly that. He already has a crack 
team of 50 developers assembled in New Jersey as US cus- 
tomers want some critical customisation and services to be 
done in the US. The battle is underway. 
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India’s department stores are entering each 
other’s markets, and a new era of competition | 


M. RAJSHEKHAR 


RIVE down the road connecting | 


Mehrauli to Gurgaon, and you 
will notice something strange. 
The area has become a depart- 


ment store magnet. Roughly a | 


kilometre before a nondescript intersec- 
tion called Iffco Chowk, LifeStyle and 
Shoppers’ Stop have come up in malls 
squarely opposite each other. About 500 


metres away, finishing touches are being | 


put on a third mall. In this property, 
Kishore Biyani (the managing director 
of Pantaloon Retail) is opening both his 


stores — Big Bazaar and Pantaloon. | 


Nearby, three other shopping malls are 
nearing completion. This clustering is 
intriguing, seeing that there is lots of 
empty space in sprawling Gurgaon. 
None of this is unique to Gurgaon ei- 
ther. This summer, in the Mumbai sub- 
urb of Malad, Shoppers' Stop and Life- 


Stvle are opening in the same mall. In | 


Mulund, another Mumbai suburb, they 





a third suburb, Lower Parel, LifeStyle is 


opening a store next to Big Bazaar and | 


Pantaloons. Biyani himself is opening 


eight new stores over the next two | 


months. In Chennai, Kolkata, Ahmed- 


| abad and Nagpur, he is coming up close | 








are anchor tenants in adjacent malls. In | 
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to a Westside. In Kolkata, a Shoppers 
Stop just opened close to his outlet. 


LifeStyle, as seen through the 
Shopper's Stop display window 


Now for the problems. One, as catch- 
ments become smaller, retailers are be- 
ing forced to open stores in each of the 
emerging catchments. Every retailer 
looks for a large floor plate, ranging be- 
tween 20,000 sq ft and 30,000 sq ft. That 
kind of space is either not available in 
downtown neighbourhoods, or is daun- 
tingly expensive. Ergo, everyone is look- 
ing at places where new construction is 
going on, that is, suburbs like Gurgaon 
and Mulund. Take Shoppers' Stop. It be- 


| ganin the early 90s with one store in the 


What explains Indian retailers deci- - 


sion to cluster together? That is a ques- 
tion which shoppers must be asking 


themselves. Till now, India's upmarket | 


department stores have sought loca- 


| tions far away from competition. But, to- 


day, as Gurgaon testifies, all thatis passe. | 
The answer is basically tied to the pe- | 


culiar problems facing the stores as they 


look for expansion. The industry is cer- | 


tainly on the threshold of expansion. Re- 
tailers’ days of experimentation are over. 


They have tried and tested several mod- | 


els, and know which ones work for them. 


KSA-Technopak principal and associate | 


director Harminder Sahni agrees: “2003- 
05 will be the years when organised re- 
tailing really takes off in India." 


Mumbai suburb of Andheri. This soli- 
tary property pulled in shoppers from 
Bandra to Borivli. Today, with Mumbai 
having more cars than it has roads, only 
people living between Juhu and Jogesh- 
wari are happy travelling to the store. So 
Shoppers’ Stop added stores in Ghat- 
kopar, Bandra and Kandivli. Over the 
next month or two, itis planning to open 
three more in Malad, Mulund and Juhu. 
None of these properties will be a 
standalone department store. That is the 
second problem. For one, there are 
hardly any buildings where a standalone 
store can be erected. Also, between a 
mall and a standalone store, the former 
will pull in far more people. And, as the 
mall developers know each other's 
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- Ditto for eatery chain 





plans, they try and place their mall as 
close as possible to any potential retail 
hub. That explains the clustering. 

The impact of this proximity on the 
department stores should be interest- 
ing. Take Gurgaon, about 25,000 of the 
households that populate this tony sub- 
urb fit the target profile of both Shop- 
pers’ Stop and LifeStyle. The LifeStyle 
Store needs about 3,000-4,000 walk-ins 
every day (averaged over the week) to 
break even. Right now, says N. Sathiya- 
narayanan, the chain's vice-president 

(operations), the store is getting a slight- 


3 . lylower number. So whatis likely to hap- 


_ pen when all the other malls, all target- 

ing much the same SEC A consumer, 
open? The 25,000-odd households can- 
not support them all. 

That is a point that the industry 
pooh-poohs. Most retailers do not think 
attrition is on the cards. They allude to 
Singapore's Orchard Street; where 10 or 
so malls co-exist on the same stretch of 
road. Of these, they say, just three malls 
have a distinctive positioning. There is 
little differentiation among the others. 
But, such is the collective noise level that 
enough traffic is pulled 
in to make the place vi- 
able. That is what every- 
one is banking on in Gur- 

gaon too. Says 

Sathiyanarayanan: “As 
competition comes in, 
some of these 25,000 
households will move to 
the other stores. But the 
noise levels will increase, 
and we will start getting 
consumers from Delhi." 
As he says, 20-25% of his 
consumers already come 
from Delhi. Pantaloon's 
Biyani agrees: "Business 
might drop initially as 
people check out the 
new stores." Ultimately, 
however, the holy trinity 
of eating out, movies and 
shopping, he says, will 
pull in people from be- 
yond Gurgaon. 

And, mind you, it will 

. be quite an experience. 
. Themall where LifeStyle 
has come up has already 
opened its multiplex. 
Across the road, PVR is 
opening its multiplex. At 
the Sahara Mall, an Inox 
is coming up. Barista is 
coming up in both malls. 


. Ruby Tuesday. Organised 
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retail, says Sathiyanarayanan, is about to | 


strike hard at the traditional high streets. 


People, he says, will prefer to come toa - 
Mehrauli-Gurgaon Road than go to a | 


Karol Bagh or a Sarojini Nagar market. 
But this may not be all that simple. 
While retailing and entertainment can 
be a heady mix, it remains to be seen if 
people will be willing to travel to another 
catchment far away once similar propo- 
sitions come up closer. Take the prop- 
erty Shoppers' Stop is developing in 


Juhu. It is the anchor tenant in an enter- | 
tainment complex — replete with | 
restaurants and movie screens. That is | 
the template which Shoppers’ Stop COO j 
Sanjay Badhe will follow in Delhi and | 


Bangalore. Once that happens, will peo- 


ple still want to travel the extra miles to 
Gurgaon? Agrees Himanshu Chakra- 
varty, marketing head at Westside: "The 
high street at Gurgaon will work as long 


as traffic keeps coming from Delhi. But 


as stores come up in south Delhi, the tap 


will be turned off." Agrees Badhe: "Satu- | 
ration is a long time away, but I have no 
idea how things will pan out once newer | 


stores come up inside Delhi.” 


xisting Properties 






















Delhi: Mehrauli-Gurgaon road, 
Ansal Plaza; Mumbai: Andheri, 
Chembur, Bandra, Kandivli; 

Kolkata: Elgin Road; Hyderabad: 
Begumpet; Bangalore: Magrath 
Road; Chennai: Harrington Road 






Mumbai: Lower Parel, Tardeo, 
Thane; Kolkata: Camac Street, 
Ballygunge; Hyderabad: Himayat 
Nagar, Minerva Complex, 
Begumpet; Chennai: Anna Salai, 










Mumbai: Bandra; Chennai: 
Adyar Park, T Nagar 


Delhi: Karol Bagh, Lajpat Nagar; 
Mumbai: Girgaum; Bangalore: 
| Commercial Street; Hyderabad: 
Fateh Maidan Road; Chennai: 

j Anna Salai; Kolkata: Camac Street | 








New Properties | 





Delhi: Mehrauli-Gurgaon road; | Three in Mumbai: eden fom 
Hyderabad: Begumpet; this year Mulund, tenant mix we wot 
Bangalore: Richmond Road; Malad and Lower to have.” Concep 
Chennai: Alvarpet Parel mall management 










Three in Mumbai: 
Malad, Mulund 
and Juhu. Looking 
for locations in 
Delhi and 


Opening store on 
‘Delhi's Mehrauli- 
Gurgaon road. One 
in Vashi, Mumbai, 
And a mall in 
Bangalore 


Opening store in 
Delhi. Three more 
stores in metros 


One store in Delhi. 
Two more in 
Mumbai, in Fort 
and North Mumbai — 





It is a question of differenti 
Which is why Biyani is willing to t: 
chances. “I look at a wider marke 
shoppers’ Stop and LifeStyle,” hi 
With Big Bazaar, he has set his si 
the total population of Gurg 
Globus and a Westside, too, ares 
distinct. Today, the distinctior 
a Shoppers' Stop and a LifeStyl 
more blurred. While the fi 
stronger in menswear, the latte; 
in womens wear, children's 
shoes and home furnishings. } 
distinctions are not substantial.’ 
why Shoppers' Stop is scaling up! 
35,000-40,000 sq ft outlets to 50,0 
ones. It is, say industry observers 
to offer many more brands in its: 
categories. It has revamped its cu 
loyalty programme to make it 
more customer specific. 

Having said that, there 
much that the store can do. l 
lier, when they operated out ¢ 
alone department stores, ther | 
not have much control over thei 
day. Alot depends on the tenar 
the mail they are in. Thatis ap 
Since mall de 
start by signing. 
anchor tenant an 
look for other te 
the stores areg 
laying a wa 







































very nascent in 
country today. Mos 
velopers see it as : 
ple real estate play 
aim to sell off the p: 
erty. Right now, | 
thought is being given 
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That is when - 
game will take anot 
turn. Badhe expects: 
since retailers are si 
loath to shut down ui 
profitable propert 
they might have to tw 
the stores’ mix to m 
the malls profile. * 
journey along the k 
ing curve continues. - 


















NIRMAL SHARMA 


AAR R.A. CHANDROO 


M. ANAND 


OUR years ago, T. Jayakumar, 
deputy general manager (opera- 
tions) of Chennai-based Vetri Soft- 
ware, a business process outsourc- 


ing (BPO) firm, took two officials of | 


the US-based United Healthcare 
through a tour of eight houses and small 
offices across Chennai. Each house was 
unpretentious, and had 20-30 comput- 
ers, a similar number of young employ- 
ees and a rookie entrepreneur running 
the show. Jayakumar was bidding for a 
United Healthcare outsourcing project 


for which Vetri had quoted a very low | 


price. Vetri planned to break down Unit- 
ed's work into ‘skilled’ and ‘de-skilled’ 
chunks and outsource the latter to the 
eight business associates. So, Jayakumar 
was persuading United Healthcare that 
these small outfits could meet stringent 
quality and delivery norms. 


DIVIDED 
WE WIN 


This $25-million virtual company works .— 
with the capacities of 62 entrepreneurs | 






| 


| 





$$ | VETRI SOFTWARE 


Guess what? Jayakumar succeeded. 
Not only in convincing United Health- 
care, but also many others like the US 
defence department, Ford Motors and 
IBM. This helped Vetri make $25 million 
in sales last year, making it one of the 
largest data capture companies in India. 


“The business associates have playeda | 


key role in our growth," says Ranjit 
Pisharoty, country head and vice-presi- 
dent (technology), Vetri. 

Today, Vetri works with 62 business 
associates, who together employ 3,350 
people — or, about one-third the num- 
ber of Infosys employees. Most are in the 
19-24-year age group and comprise high 
school graduates and housewives. 

Vetri's is not a pathbreaking model. 
About five to seven years ago, medical 
transcription companies based on the 
business associates model mushroo- 
med across India. But few survived as 
they failed to scale up the model. Certai- 


















nly, no transcription or BPO firm has 
built this model on Vetri's scale. 

To understand Vetri's model, take an 
airfreight bill project. A US-based freight 
company scans the physical bills and 
sends them to Vetri, which breaks them 
into smaller lots and distributes them to 
its associates. Operators at the associ- 
ates' read the information in the scan- 
ned bills and key it into a software for- 
mat. Thus, the data in physical bills is 
captured in a software form. That's a 
data entry job. In fact, most of Vetri's 
work is low-end data capture. That's one 
reason why Vetri can sub-contract to 
small entrepreneurs. The same would 
not have worked in high-end BPO. 

Think of Vetri's structure as a web or a 
cluster of companies, each of which 
have their own CEOs, offices, comput- 
ers, employees and profit and loss ac- 
counts. But to the client, it appears as if 
the entire Vetri network is one large vir- 
tual company. To complete this web, 
there is the $250-million Lason Inc., an 
information management company 
and Vetri's US-based owner. It acts as the 
rainmaker, winning outsourcing orders. 

On an average, Vetri captures data in 
5 lakh-10 lakh documents per day with 
99.5% text accuracy. To process this kind 
of volumes, Vetri would need to employ 


Vetri’s Pisharoty 

(L) & Jayakumar (C) at 
their associate, 
Starnet Computing’s 
facility. Seated right is 
Starnet MD R.K. 
Balasubramaniam 







- . abled Vetri to 'variabilise' its fixed 
-= cost. We have managed to con- 


4,000 people and invest about Rs 300 | 


crore in offices and infrastructure. But 
thanks mainly to the 62 entrepreneurs, 
Vetri employs only 850 people and has 
invested only a fraction of that amount. 


Model Benefits 


Some benefits of Vetri's 'de-capitalised' 
model are immediately apparent. The 
firm spends little on overheads as asso- 
ciates make most of the investments — 
Rs 14 lakh for a 20-computer set up. An 
associate works with a lower cost base 
.. —-heworks out of home, so real estate is 
<< Cheaper. Hence, the capital cost per seat 
"for an associate ($5,000) is much lower 
than Vetri's ($10,000). Also, both parties 
^. can earn a better return on capital em- 

ployed. “A return on capital employed of 
about 18% is the kind of benchmark re- 


turn we would like our associates to | 


achieve,” says Pisharoty. 

The model also assures alow 
salary bill for Vetri. Besides hiring 
less employees, Vetri pays its as- 
sociates on the basis of work 
done. It does not incur ‘fixed’ 
salary costs. Hence, there is no 
risk of having to carrying a bench 
strength. “This model has en- 


vert 75% of our total expenses 
"into variable costs,” says 
. Pisharoty. Typically, fixed costs 
account for 30% of the sales of 
BPO firms. But for Vetri, they ac- 
count for 10%. This will mean a 
lower profit margin erosion in the 
event of a dip in sales. 
... There are non-financial bene- 
fits too. Each business associate has 30- 


60 machines and employs 60-120 people | 


on a two-shift basis. As they are small, 
the associates can have more personal 
relationships with the employees and, 
thus, manage attrition better. "It is cer- 
tainly easier to retain 60 employees than 
to retain 4,000," says Pisharoty. 

Thus the model combines the adva- 
ntages of both large and small organisa- 
tions. Vetri enjoys all the benefits of a big 
company — greater size, visibility and 


acceptability with clients; it can bid for | 


large BPO contracts; it has a stronger 


balance sheet and enjoys economies of | | 
| ggling to cope up with the volumes ofthe : 
new business. And it started experi- | 
menting with small entrepreneurs as | 


scale. And with a sharp focus at the asso- 


ciate level, it has more flexibility, lower | 


overheads and lower attrition — bene- 
fits typically enjoyed by small firms. 


Processes Hold The Key 


However, managing 62 business associ- 
ates and ensuring that they stick to strin- 
gent quality and delivery expectations is 
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a difficult task. Yet Vetri has done fairly 


| well so far. It employs an onsite relation- 


ship manager for every client — a one- 
point contact that addresses the con- 
cerns of each client. It also has a three- 
member customer focus cell for every 
client. This cell distributes large projects 
among different associates. It is also re- 
sponsible for timely delivery. 

More importantly, Vetri spells out 
every process and detail for each project 
to its associates. And it monitors the as- 
sociate's activities constantly to ensure 
that there are no process violations. "We 
are very particular that our associates 
conform to our quality and process 
guidelines. In the past, we have not shied 
away from terminating associates who 
do not conform,” says Pisharoty. 

Finally, Vetri has monthly quality 


rankings of vendors. Forms processed by | 
associates are audited on a daily basis. | 


Their accuracy levels are plotted against 
the average of the rest and also Vetri's 
own expectations. Associates who do 
not make the cut for three months in a 
row are terminated. 

Despite such robust processes, Vetri 
did run into some problems with its as- 
sociates. However, before getting into 
that, let's first understand how this 
model was born. 

Though Vetri was founded in 1993, 


quired by Lason in 1999. The Lason con- 


nection opened the doors to plenty of | 


BPO opportunities. Soon Vetri was stru- 


| business associates. 


| The Crisis Point 


| Vetri started offwith eight business asso- 
ciates in 1999. As business flourished, it | 


increased that number to 80 by 2000 and 


l VETRI MODEL OF dia ot P 
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| China, Mexico and Canada recently 


| real growth came only after being ac- | | iar to ti 
| Vetri's. At the end of the day, thoug! 
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| preneurs with 20-100 seats have cea 
| to be relevant. It is unlikely, therek 








140 by 2001. That's when the first signsc 
trouble appeared. 

In December 2001, Vetri's US pare 
Lason, ran into trouble for having us 
too much debt in expansions and f 
for bankruptcy under Chapter 1 
emerged out of Chapter 11 fiv 
later by negotiating a $170-1 
uity-for-debt swap with lende 

The crisis cautioned ‘ 
overexpansion. it realised 
number of associates and the 
ees had swelled, their produ 
dropped and profitability 
hit. In 2001, about two-thire 
associates were just about st 
break even. Only a third were mz 
any profits. 

Vetri also realised that som 
ates had grown to 200. emp g 
large to handled easily. Asit 
140 associates itself was an 

The only solution « 
ising the vendor base. So 
ciates quit during t he 
times. Others who were unal 
cope were forced to shut sh 
perience taught Vetri that à 
30-60 machines was idea 
associate. Over the last 12 
Vetri whittled down the nur 
associates to 92 | 





age eyed p per D e 
has risen by 26% since las 
About 80% of business a ass 


Vetri's vendor man 
model is alot more soph 
now. Every week and mi 
generates flash reports which 
marise the associates revenue 
per employee and expenses. The: 
are, in fact, miniature profit and loss 
counts for each associate. | 


is The Model Replicabla? 


Parent company Lason, which has op 
ations in other emerging BPO base 








sidered setting up companies in 1 
countries on a model similar to ti 


has decided against doing so. | 

The Vetri model was born at a ti 
when smaller outfits were still rele 
But, over the last few years, the bala 
of power in the BPO sector has shifte: 
favour of large companies. Small en 


Hs A 


that Indian companies wanting to re 
cate the model may get customer accep 
ance. That is a shame, really. 


B20 













RADHIKA DHAWAN 


HAVIN Mehta, 29, joined the fam- 
ily diamond manufacturing busi- 
ness, Josh Diamonds, at a time 
when sales were stagnating. 
Young Mehta thought retail was 
the way to go, but it would have been far 
too expensive to set up a shop offline. So 
Mehta set up an online store in 1997. 
Subsequently, online auction house 
Baazee.com came along and even 
though jewellery seemed like a strange 
item to auction, Mehta launched his 
brand, Tysarati, on Baazee in 2000. And 
guess who bought a pair of Tysarati ear- 
rings worth Rs 36,000 from Baazee last 
year? None other than industrialist Vi- 
jaypat Singhania. 

Today the Mehta family is proud of 
both decisions. The online store is doing 
business of Rs 30 lakh a month and the 
Baazee store is doing Rs 25 lakh a month, 
and growing by 1596 month-on-month. 
But for Mehta, the lure of the online store 
is more than just revenue generation. 
Traditionally, the diamond distribution 
business is run on credit. The online 
business is built on cash on delivery 
(COD) and credit cards and the upfront 
payment helps him manage his cash- 
flow better. Says Mehta: "Since my man- 
ufacturing is in-house, the margins are 
fantastic even after paying Baazee the 
10% commission." 

Singhania’s purchase on Baazee is 
just one instance of how B2C e-com- 
merce is gradually making inroads into 















Graphics: ARPIT SHARMA 





| TOWARDS 


Just when you were about to 
write it off, B2C e-commerce is 
showing signs of revival 


the Indian way of life — at a time 
when everyone thought that B2C 
was a word dirtier than dotcoms. 
People are shopping, getting hous- 
ing loans and buying train and air 
tickets online. Says Vishwas Patel, 
CEO of gateway provider CC Avenue: 
"We have been growing at 5096 every 
month since September 2001." 
A 2002 IDC India 


" 


PEOPLE BOUGHT > 
FROM... 
(2002) 

Baazee.com 
Em Rediff.com 
— Indiatimes.com 
EB Fabmall.com 
@ Sify.com 
mS Others 





Figures in % 
Source: IDC — e 





study shows that the B2C 
market has made rapid leaps, 
albeit on a small base. (See 
'Size Of The B2C Market In In- 
dia.) From Rs 126.9 crore in 2001, 
the B2C market in India has grown to 
Rs 238.3 crore last year. IDC estimates it 
has doubled this year. Compared to the 
US, where B2C e-commerce touched 
$50.3 billion last year, the Indian B2C 
market is far too small. But over the last 
year-and-a-half, portals have been try- 
ing to get a fix on what makes people 
transact online and what kind of prod- 
ucts sell best. Ajoy Krishnamurti, vice- 
president (e-commerce), Rediff, says: "A 
lot of the rules are the same as (in) retail. 
Itis about smart merchandising." 

Of course, most of the credit card 
traffic is generated by non-resident Indi- 


























ans (NRIs) using gifting sites. ICICI, the 
largest gateway provider in India, says 
NRIs account for 65% of the transac- 
tions. But when COD is accounted for, 
the balance clearly tips towards resident 
Indians. V. Shekhar Avasthy, head (Inter- 
net, communications and convergence 
research), IDC, says: "We estimate that 
85% of the total B2C transactions are 
done in India." 
There is also clear evidence 
of a consolidation. Accord- 
ing to the IDC report, 31.6% 
of the consumers who 
have bought online have 
done so from Baazee and 
another 25% from Red- 
iff. Portals like Fabmall 
and Indiatimes (See 

‘People Bought 
From...’) also attract 
traffic. But proof of 

B2C activity is also 
found in smaller, 
yet interesting, 

pockets. Like the 
Tirupur-based 
T-shirt seller 
Xtees.com, which 
sells T-shirts 
worth Rs 8 lakh a 
month on the Web. 
The Kamasutra site 
sells condoms and lin- 
gerie worth Rs 1 lakh a 
month. Financial products distributor 
Apnaloan.com is doing housing loans of 

Rs 50 crore a month from five cities. 

So which category sells the best? Mu- 
sic? Books? Predictable answers but all 
wrong. Over the last year, travel has 
steadily become the star of the Net and 
now accounts for a quarter of all transac- 
tions. Says Avasthy: "Travelis the fastest- 
growing e-commerce category on the 
Net." There is ample proof of this phe- 
nomenon. In less than a year, the Indian 





Railways site has become the biggest 
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€-commerce site in India (for credit 
cards) and transacted Rs 4 crore in Janu- 
ary 2003. Things are such that the ICICI 
gateway can't keep up with the traffic. 
The Sahara Airlines and Indian Air- 
lines auctions on Indiatimes are doing 
business of Rs 2 crore a month. That’s 
about half the transaction value on Indi- 
atimes. It works because the airline cate- 


gory is highly amenable to auctions. The | 


inventory is highly perishable so any re- 
ceivable is better than none. For the con- 
sumer the appeal lies in getting an air 
ticket for the same price, or marginally 
more, than a rail ticket. Rajeev Sawhney, 
CEO, Indiatimes, says: “Travel is going to 
be our No. 1 focus this year. We are think- 
ing of extending this to hotels,” 

Yet, a big part of the B2C story is not 
reflected in transactions at all. For the 
first time, the IDC report captures what 
everyone has been suspecting for a 


while. Consumers often research prod- | 


ucts online and then buy them offline. 
Typically, financial service portals work 
on this model. For example, a person 
looking for a home loan will check on 
portals like ICICI and Apnaloan. He 


might register on both and then choose | 


whatever option suits him best when a 
company representative contacts him. 


IDC calls this category Internet-assisted | 


KE 

















commerce and puts the figure at Rs 210 
crore. Home loans account for half this 
number (See ‘The Other Transactions’). 


The Tipping Point 


In June 2001, two movies — Lagaan and 
Yaadein — were released. A kid asked 
Rediff’s Krishnamurti to put the movie 
soundtracks on the homepage instead 
of giving them under the music link. Kr- 
ishnamurti complied and music sales 
doubled in just a day. Rediff has been re- 
peating this exercise since. 

Over the last year, Rediff has gradu- 
ally created a sort of a mini shopping 


, mallon its homepage. Instead of putting 


links there, it features products like 
haversacks, T-shirts and shirts. The ef- 
fort has paid off. Sales grew 75% for the 
quarter ended December 2002 compa- 
red to the same period in 2001. India’s 
only surviving online mall, Fabmall, has 
discarded the store strategy and now 


features key products on the homepage. 


There are various reasons why B2C 
e-commerce is gradually finding accep- 
tance in India. We will come to some of 
these reasons a little later. One trigger is 


the consumers are becoming increas- | 


ingly comfortable with transacting on- 
line. The number of Internet users who 
have purchased a product or service on- 


line has increased from 28% in | 


2001 to 62% in 2002. But, on the 
other hand, as the Rediff example 


smarter, more intuitive experi- 
mentation. Krishnamurti says: 
“The experiments are focussed 
around how to drive traffic to the 
store from the relevant parts of 
the site. At times, the creative ele- 
ment makes a difference of as 
much as 50%.” 

Rediff is careful about prod- 
uct placements on the home- 


i. page. Anything that sells less than 


shows, the portals are also doing | 
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THE OTHER TRANSACTIONS 
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100 units a day is yanked off. It is early 
days yet, but a few trends are emerging. 
Most of the products cater to the age 


| group of 15 to 24, Rediff's key browsers. 


Also, they are usually priced below 
Rs 500, since this encourages impulse 
purchases of things you might not need 
but buy because they are cheap. 

Over the last two years, portals like 
Rediff have stopped stocking goods and 
entered into alliances with other web- 
sites and merchants. Indiatimes, for ex- 
ample, stocks and sells music from 
Planet M, a group company. So the por- 
tals can concentrate on their core activ- 
ity of content management and getting 
more visitors to their site while the 
e-commerce merchants get access to a 
large number ofvisitors and buyers. Says 
IDC's Avasthy: “This way, they can con- 
centrate on their core strength of man- 
aging the portal." 

The trick lies in removing the multi- 
ple barriers to e-commerce through 
what Baazee calls friction-reducing 
methods. Baazee now holds meets to 
educate merchants. Gautam Thakar, 
chief marketing officer, Baazee, says: 










3 tai d "We try and reduce the friction on the 
ay [ iov Krishnamurti site so that consumers and sellers don't 
| of Rediff.com have a reason not to transact." Baazee 
_ pioneered product placements started out as an auction model, but six 
onthe website’s homepage. Now months ago, it started a fixed-price store 
TUN that caters to a section of consumers not 
: the majority of sales come from 


interested in waiting. Now 55% of 
Baazee's Rs 10-crore transactions a 
month comes from this store. 


these few products 


SANJIT KUNDU 
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So how does one decide what is auc- 
tioned and what is sold through the 
fixed-price store? Explains Thakar: 
"Philosophically, categories that have 
low margins, clear perceived value and 
unlimited stock are more amenable for 
fixed price. From a consumer stand- 
point, products that have a low pricing 
advantage or are bought online more for 
convenience and quick delivery are 
more amenable for fixed price." For ex- 
ample, books and music are clearly 
fixed-price items from a consumer's 
viewpoint. As are branded electronic 
goods like cameras and IT equipment. 
However, jewellery and all second-hand 
goods are relatively easier to auction. 

Take diamond jewellery, a seemingly 
strange item to sell in a 1 paise auction. It 
works because consumers feel they are 
getting a good deal and also because the 
margins on jewellery are between 3096 
and 50%. So even if the merchant gets 
most of the retail price, he makes 
money. A huge comfort factor is that 
Baazee provides a money-back guaran- 
tee on the jewellery. Today, jewellery is 
one of the fastest-growing segments on 
Baazee and the average transaction 
value is Rs 4,000-5,000. 

One of the biggest roadblocks for 
portals trying to grow B2C e-commerce 
in India is the payment system. Rediff pi- 
oneered COD a year ago and that now 
accounts for 72% ofits sales. Yet, the por- 
tal admits that the experience is not too 
good. For one, companies like Gati and 
Skypak are the only couriers in the coun- 
try that do COD and charge a premium 


Vv Jo 







D " i. J Rs 30 lakh a month 
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| at the online brand, 


for the service (Blue Dart refuses be- 
cause it claims its system is not geared to 
handle cash). Krishnamurti admits: “It 
takes the cost of delivery up by 15% but, 
more importantly, it takes an average of 





three months for the cash to get back. It’s | 


a nightmare to handle." 


That is why portals would rather en- | 
courage payment methods like credit | 


cards and online banking. The problem 
with online banking is that only the pri- 
vate banks offer the option while most 
nationalised banks don't. Sanjay Savla, 
an online electronic gadget seller, says: 
"It would make my life a lot easier if State 
Bank of India started online banking." 
Credit cards have their own prob- 
lems. From the merchant's perspective, 
the cost of setting up an online store can 


be prohibitive since gateways like ICICI | 
and Citibank don't come cheap. To en- | 


courage credit card payments, Baazee 





started a gateway service called Paisa | 


Pay for its sellers three months ago. It of- 


fers it to its sellers at a minimal charge | 
| online transaction is cleared. Uttam 


and incurs the costs of running it. 

Of course, gateway service providers 
like CC Avenue, that charge a fraction of 
what ICICI and Citibank do, came up a 
year ago and that helped to a certain ex- 
tent. This allowed T.V. Maanoj from 
Tirupur to set up his online shop, 


Xtees.com, something he would have | 


never been able to do earlier. Maanoj's 
attitude-laden T-shirts ("I was intelligent 





till education ruined | 


me," 


Rediff. He sold 
ed between Rs 199 
and Rs 259, over six 
months. Enthused, 


he set up the online 





75,000 pieces, pric- | 


says one) sold | 
like hot cakes on | 











Ga utan m Tha kar 
Eo. of Da 
Started a Bid price store at 
 Baazee which accounts for 
almost 55% of its monthly 


transactions of Rs 10 crore 
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shop which now delivers 100 T-shirts a 
day. He offers COD as well but admits 
that he has Rs 1.7 lakh pending with his 
courier company. 

The odds are high. The consumer is 
still a little wary of putting a credit card 
number online. And the merchant is 
afraid of charge-backs — if the customer 


| refuses to honour the charge, the issuing 


bank makes the merchant pay up. Since 
there is no charge slip, there is no legal 
proof of the transaction. Online mer- 
chants worldwide have been telling the 
credit card companies to make it safer 
for consumers to transact online. In an 
effort to combat this, Visa International 
has come up with a 'Verified by Visa' 
platform. A personal identification 


, number (PIN) issued to every card- 


holder will have to be entered before an 


Nayak, deputy country manager, Visa 
International (South Asia), says: 
“Legally, it shifts the liability from the 
merchant to the consumer.” Amitabh 
Pandey, group general manager, Indian 
Railways Catering Tourist Corporation, 
agrees. He says: “This would be a huge 
assurance factor.” 

Since Visa is ready with this technol- 
ogy platform, Mastercard has bought 
into it. The problem is that the cost of 
implementing this needs to be borne by 
the issuing bank and that cost can be sig- 
nificant. That is exactly why Indian 
banks are hesitant. Visa is rolling this out 
globally by April 2003 although it won't 
kick off in India by then. Meanwhile, it is 
a steady roll for B2C in India. ar 
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VINASH Maru placed seven cards on the table before 
Pranab Guha. Each of the cards represented a mod- 
ule of the AIDS education programme which Well- 
Care Hospital was conducting. Avinash was the se- 
nior client service head at Exxads, the advertising 
agency which would manage both this event as well 
as the advertising strategy for WellCare, where Guha 
was the marketing head. 

Guha read the cards. Among other strategies proposed, one 
was ‘Free condoms to truck drivers.’ Avinash explained: “This 
comes from a research finding that truck drivers are more likely 
to be HIV carriers — they visit multiple sex workers across 
towns and transmit the virus. So if we could target truck drivers 
and give them free condoms...” 

Guha said: “A condom is only one part of the process. Will 
this help us change their behaviour? We have to address their 
cognition and the thoughts that lead to maladaptive behav- 
iour.” Surprised, Avinash asked: “What thoughts?” 

“Okay,” said Guha, "let's examine this: Why does a truck dri- 
ver indulge in free sex? Not because he wants to have sex, but 
because he wants to have fun. And what else goes with fun? 
Having alcohol goes with fun. When he is high on alcohol, even 
if he is carrying a condom, he is unlikely to use it. So we end up 
overlooking a cognition of ‘I must have fun’ and having alcohol 
is also included in that cognition. Communication should start 
much earlier in the process. The behaviour of seeking fun has 
many components to it and you need to go into the compo- 
nents because that is where the thoughts are, and thoughts 
lead to behaviour. The thought ‘I must have fun’ runs parallel 
with another thought, ‘I will die if I have AIDS’. Now, why does 
the thought, ‘I must have fun, overtake the parallel thought of 
death? Because the other cognition that he has is ‘It cant hap- 
pen to me. Lam brave. I have heard this before, but I can control 
my life. I am more powerful. No one in my family has had it, so I 
can't have it.’ These thoughts need to be addressed first. 

“By giving a condom you are neither adapting a person's 
thoughts, nor changing behaviour,” said Guha who had 
worked in the area of AIDS. “You are simply giving one more in- 
formation. But that is not changing anything, is it? So whatever 
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you do in this area should be cognition change communication 
and not behaviour change communication because you cannot 
change behaviour without changing cognition. So either you 
create situations so that both cognition and thoughts are influ- 
enced, or you work on existing thoughts so that those thoughts 
can be modified.” The word ‘cognition’ was not new to Avinash, 
but knowing Guhas training in psychology, he said: “What 
about cognition? It is not clear to me." 

Guha explained: “All our actions are determined as links 
from thoughts. What seem like spontaneous actions actually 
have a thought behind them. For example, while crossing the 

. road, you see a bus coming. You run — it is linked to a thought: 
‘I will get killed if I don’t run. The thought comes so fast that it 
does not get recognised. What does get recognised or seen is 
that the bus comes, the person runs. It is seen as instinctive or 

.. impulsive behaviour as opposed to thought-out behaviour. 
<- This is called automatic behaviour and is linked to automatic 
thoughts. But these thoughts are automatic because they are 
based on certain templates of thought, certain learnings which 
have been with us for a period of time. These learnings are 
called templates. 
"Take consumer behaviour. If somebody buys a brand of 
.. corn oil and it turns out to be bad, and he has a template in his 
mind that says: ‘desi gheeis better than corn oil’, he will reject all 
-. brands of corn oil instead of trying another brand. Likewise, 
. with children, all wrapped things are chocolates, so all 
. wrapped things must be opened. Okay?" 









B XPLAINING further, Guha said: "We are looking at behav- 
iour versus cognition: behaviour is action, cognition is the 
. Wa thought behind the action and how that is linked to what is 
happening in their lives and how. Therefore, there are certain 
. templates and if you impress your product to a particular tem- 
plate, you can get the desired behaviour. It becomes pre- 
dictable and researchable. Advertising, in fact, exploits con- 
sumer cognition, but only at the behavioural level, without 
attempting to understand the consumer's thoughts behind the 
behaviour. Behaviour is more post-event, which is already in 
process and, therefore, you cannot influence it at that stage. 
But if you influence the thought that leads to behaviour, you 
can influence behaviour, especially if you are trying to change 
behaviour. Which is why, with AIDS, we should understand the 
thought if we want to change behaviour." 
Avinash mulled over all this. It was interesting. Then push- 
 ingaside the cards, he said: "Let me take this deeper to actual 
. product communication. I read a case study recently where it 
was felt that women in south and east India are not great buyers 
of microwave ovens. What cognition do you see here?" 

Guha said: "The thought that leads the woman to reject the 
microwave comes from a belief that food needs to be cooked 
slowly as opposed to the proposition that food can now be 
cooked quickly. indian cooking is a slow process and happens 
in a phased manner. The microwave is making it happen 
- quickly and, worse, it is making it happen in ‘assembly’, where 
you assemble ail the ingredients and cook them all together. So 
using a microwave is like taking a short-cut. The consumer 
thinks: ‘This cooking is not good enough’ And what is behind 
this thought? ‘If my cooking is not good enough, I am not good 
enough. So if I buy a microwave, I am not good enough. So why 
should I buy a microwave?' That's how this behaviour gets de- 
termined and acted out. So as a marketer, you need to address 
the issue that even if you buy a microwave, you are still good 
enough. Which means you address a) why cooking quickly is 
also good enough; b) why cooking quickly is good; c) cooking 
quickly does not make you less good; d) critically examine the 











factors about cooking that a woman derives her self-actualisa- 
tion from, that is her feeling of goodness, her satisfaction and 
self-esteem. Then you emphasise these subtle aspects in the 
brilliance proposition and thus sustain the womans feeling of ‘I 
am good’. But you have to address the same cognition; you can- 
not bring in an advantage from another area like 'you can save 
time to be with the kids. No, that is not the cognition that 
caused her to reject the microwave, nor will it be the one to 
make her accept it. You cannot address her career life and say: 
"You also have to work. You poor thing, you have no time at all’. 
No, the subtle thought behind a working woman is: ‘I can have 
a career and also be a good wife who cooks well’. She may not 
say it, but deep down she wants to assure herself that she is not 
compromising on anything. And you are telling her: 'Your ca- 
reer is more important, so let's cook the meal quickly. She 
gawks and says: ‘But that is not good enough, and I 
am good enough to have a career and also do 
slow cooking. She feels the microwave is 
challenging her deep convictions that a 
woman who is good can do all things 
as well as her mother did. 

"The quality of the cooking is 
what you need to market be- 
cause it is that cognition that is 
stopping her from buying the 
product. But by telling her 
how she needs to save time, 
you are doing two things. 
One, causing feelings of 
guilt. And two, solving a 
problem that the con- 
sumer has not asked you 
to address! So, don't ad- 
dress the convenience, 
but the fact that the 
cooking quality does not 
change. She will ulti- 
mately realise that the 
time saved is her bonus, 
but you cannot make that 
your marketing proposition." 

Avinash grinned: "That is 
what we call the chana masala 
strategy at Exadds. You have to 
create masala for the chana dish. 
Use Khansamas chana masala — even 
your mother-in-law approves of it!" Guha 
agreed: "It has worked, hasn't it? What is the 
communication focus? Same taste, same quality. 
Yet the convenience was not stated. So you have 
looked at the thoughts that lead to desired behaviour. You did 
not say: Why go through all the grinding and roasting?' In- 
stead, you show that the end customer, the husband in this 
case, likes it. The husband is the consumer, not the woman. He 
is the one she wants to please. That is her cognition: ‘IfI use this 
packaged chana masala, will you still like my cooking? Will I 
continue to be good enough?" 

In many ways, consumer cognition had been Guhas learn- 
ing at WellCare, whose image management had been handed 
to Exxads. "Since you are also handling our advertising, let me 
explain what I think ails this place," said Guha. “This is a very 
good hospital, but it has not managed to sell its health services. 
People still come and ask the housekeeping staff: ‘How do I get 
to the best doctor? Do I have to pay money to get an appoint- 
ment?' My colleagues tell me about how patients say: 'We have 
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made some payment at the counter, but perhaps you'll give us 
more attention if we also pay you something here?' See? That 
has not been changed because that has not been recognised. 
WellCare has not been able to sell the fact that it is different. The 
only thing it has been able to sell is that this hospital is neater 
and more expensive and a place you go to when nobody else 
can save you. But they have not been able to sell it as a place 
where you can try and achieve better health." 

Avinash nodded in understanding and said: "Okay, so a 
consumer who comes to WellCare has shown by behaviour 
that he wants to be treated at this very hospital. So what is the 
cognition behind such behaviour? Therein lies our strategy." 

Guha said: "Why does a person go to WellCare? He wants 
good quality care, but he also goes with the other cognition. 

One, only rich people go to WellCare. Two, people who 
charge for healthcare must be cheats. And I have to 
watch for myself. So I have to try and get the best 
deal and also get a second opinion so that I 
am not misled. They go with this cogni- 
tion and the doctors, too, are aware 
that patients have this cognition. So 
they become defensive — and 
over explain' their high charges. 
The consumer feels: 'He 
thinks I am a fool. He is mar- 
keting himself to me!’ Then 
he goes to a second doctor. 
The other doctor realises 
that this patient has al- 
ready met one doctor 

and is seeking a second 
opinion. Now they may 
not charge a differential 
rate in all cases, but they 
will criticise the process. 
This is like the car me- 
chanic phenomena. ‘Arre 
usne aapki gaadi kharab 
kar di, 1 will set it right.’ Al- 
though he might charge 
nearly the same amount, he 
has taken in the consumer's 
cognition of ‘something wrong 
has been done to me’ and he will 
validate that and use that to his 
business advantage. WellCare has not 
identified the consumer cognition and 
addressed it. Instead, it has been addressing 
issues which have created barriers in the con- 
sumer’s mind making him feel that this is an expen- 
sive place where only the rich can go. So he seeks a second 
opinion and this second doctor who has deciphered the con- 
sumer cognition, shortsells the first doctor or the system or the 
process. Or he prescribes different brands of the same medi- 
cine or different potencies and the consumer doesn’t get to 
know. Funnily, the people who recognise the consumer's 
thoughts are not those who want to enhance the hospital’s im- 




























age. So the two communications — that from the hospital and | 


that from the doctors — are opposed to each other. 

“Corporate communication continues to market the hospi- 
tal as ‘the’ place with the best equipment, whereas the commu- 
nication that we need is ‘this place has the best facilities to look 
after you; be assured’. But what you need to do is say: “If you go 
to a smaller nursing home, these are the complications that 
could happen and this is the cost of the complications". You 





have to create a new measure of the cost of healthcare. It is not 
just about saying, 'We can do the same surgeries that are per- ` 
formed overseas, and at a lower price’, but ‘the care you are get- 
ting here is much better than what you get in your own town or 
any metro; and we complete your investigations and diagnoses 
in one go without your having to visit different places, different 
doctors and paying each time’ i 

“So, you either recognise consumer cognition or you dont. ` 
To speak your FMCG language, take Thums Up. It was asuccess 
because consumer cognition was addressed. And now itis lo 
ing because instead of addressing the Indian in you, itis 
dressing the adult in you. The communication is ‘Pepsi is sw 
and is drunk by kids, as opposed to Thums Up, whic 
stronger and, hence, for adults’. This campaign did not godow 
well because Pepsi began to make fun of it. But there is ario 
reason: the first time Thums Up said: ‘Fight back India’ 
Stronger cognition, see? It was a pure homegrown brand and. 
every Indian wanted it to succeed. It was a brand which had the 
flavour of India; it was a brand we all grew up with. Not seeing 
that that was the cognition which led to consumers voting for 
it, only the behaviour was understood: that consumers drink 
Thums Up because it tastes good." | 

"Are you saying they misinterpreted the consumer beha 
iour?" asked Avinash. 


















said Guha. “A ripple of misinterpreted cognition follo 
so that the next campaign was on taste. That Thums 
a stronger taste as opposed to how it is ‘the’ Indian dr 
doubt consumers liked the taste of Thums Up, maybe b 
than Pepsi, even better than Coke, but what was the reasor 
that preference? Taste is not in the tongue but in the mind. 
collates the cognition that the brand relates to. Coke worked on 
taste mindlessly and said: “Thums Ups taste is stronger than. 
Pepsi's”. But the strength of the brand was not in its physical 
properties, but its effect on the mind! They did not recognise 
that. What they recognised was that Thums Up had a stronger 
preference and that must be due to its taste, The deductive 
logic was that a stronger taste is a more ‘adult taste. So what ` 
happened? My guess is the communication — lam an adult - 
and that is why I am drinking Thums Up’ — did not link to the ` 
consumers real cognition for why he preferred Thums Up. The - 
truth is that nobody buys that line of communication. You can- . - 
not be defined as an adult because you are drinking Thums Up. 
But you can be defined as an Indian if you are drinking Thums |. 
Up. It still is a homegrown brand and nothing can take that. 
flavour away from it, not even the management takeover. E: 
“Aspirations do not negate roots or ownership. But then it = 
also had to do with the times. The time when several foreign . 
brands were trying to break into the Indian market, our Indian — 
identity was getting threatened. At that time, the cognition was | 
‘Oh, we are not good enough. Then brands like Infosys and — 
Thums Up come along to reinforce the thought "Yes, we are © 
good enough, so you wanted to hang on to that. ^ 
"Right now everybody's on a high; everybody wants a call 
centre job and everybody wants to go abroad. So Thums Ups - 
tactic lies in addressing another cognition, whichissayingpeo- - 
ple who have fun have Thums Up. This is about having fun and 
being an adult at the same time. It is about being "Western' and 
‘Eastern’ at the same time; being the person who can adjust to 
change (like India), who can change things to Indianness. What 
will appeal to consumers is if Coke does not appear as Thums 
Up's rival; instead show the brotherhood of both brands. But for 
Coke to make Thums Up their bhai or their first brand will take 
a lot of doing in their minds because that is the cognition that 


Ys Because we attributed Thums Ups success to its taste 
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they have — their cognition is that they are better than any 
other brand; so for them to place Thums Up as the first brand 
before their own will go against their cognition. Because 
Thums Up is there only to prove that it is better than Pepsi, not 
better than Coke.” Then as an afterthought, Guha asked: “But 
in the consumer's mind, is there a real cognition of difference 
between the brands? For example, when we were at McDon- 
ald’s last week, you said: ‘Give me a Pepsi’ and the man said: 
‘Coke, Sir’. So you said: ‘Whatever’. See?” Avinash laughed. 

Customer cognition now began to mean much more to 
Avinash. Some pieces were falling into place, more aptly than 
his textbook experience with the term. Seeing an array of 
healthcare product samples on Guha's desk, he said: "These 
products are saying health is fashion, health is in your hands. 
They are trying to brand it and are targeting young people and 
even going to the radio. What is the genesis of this then?" 





UHA said: "Someone has actually looked at the consumer 

cognition of health, which is that today people in India 

want to be healthier. But what has happened instead is that 
while they got their cognition definition right, their products 
address not health but illness. And lack of illness is not health. 
Some of these products are preventive — Isabgol or Triphala, 
for example. But these are for the 35-plus age group. Yet your 
marketing strategy is confused about who they are targeting — 
in this case it appears to be for 20-year-olds. Now a 20-year-old 
will not see health as the existence of illness, but as fitness. So 
he does not care about Isabgol, he does not have acidity! But 
you are trying to sell him products that are meant for 30-40- 
year-olds. That's where the cognition is going wrong. You are 
assuming that the person in the age group of 30-40 is your key 
customer and would have the same cognition of life as a 20- 
vear-old. And would have the same problems as a 20-year-old 
and vice versa. So these products will not sell well because a 
person in the age group of 30-40 thinks differently from a 20- 
year-old about health. At 20, you are thinking fitness and well- 
being, and when you are thinking of well-being, you are think- 
ing of buying a Reebok or a Nike or a Benetton T-shirt that 
makes you look good, or weights that will tone up your stom- 
ach muscles. The whole communication is about sex appeal 
and how fitness relates to that. Whereas at 30-40, it is about 
staving there, doing well despite an odd acidity or low blood 
pressure. And you are trying to sell the 'staying there' products 
to 20-year-olds who do not have a doubt in their mind about 
their health. In the worst scenario, for them it could be a pulled 
muscle. But they have not homed in on this cognition." 

Avinash looked at his watch. "I have to go for the merger 
meeting, you know about it, it's been all over the press! But the 
anxiety among the staff is maddening." Guha smiled and said: 
“Get to the level of employee cognition of the merger. For you it 
may be about cost-cutting, but for the employees it is dehiring 
and the resultant feeling is one of trauma. Face it. Feelings are 
critical and have to be addressed in the process! The thought in 
the employees’ mind is ‘this is going to hurt me; they are unpre- 
dictable; they are doing something which they can control, but 
the result of all that is going to throw my life out of gear and I 
don't know what their hidden agenda is’. This is the cognition in 
the employees’ mind. As the management, you want the 
merger to be painless and smooth. But how do you ensure that 
when you are addressing your feelings and not theirs? So to sell 
them the merger, you need to address their cognition.” 

Driving back to the office, Avinash wondered: “In advertis- 
ing, we call this behavioural psychology, but now that seems 
like too broad a brush. Shouldn't we go one step back and in- 
stead research consumer cognition?” E 
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ANALYSIS 





Achal Bhagat is a psychiatrist and psy- 
chotherapist at Apollo Hospital, New 
Delhi. He works as an organisation ana- 
lyst helping organisations deal with is- 
sues of mindset. He also heads a volun- 
tary body, Saarthak, that works for the 
rights of people with mental illness. 


and what we feel is determined by 
the way we think. Our actions and 
feelings are more obvious to our percep- 





tion. They have shapes and theimpactof | 


these on our context is more obvious. 
Our thoughts have to be discovered 
— they are too quick and automatic. Au- 
tomatic feelings and actions over- 
shadow our thoughts. For example, if a 
friend passes you by without acknowl- 


edging you, you would be more aware of | 


the hurt that envelopes you instead of 
the thought that leads to the feeling, 'Oh! 
What does he think of himself, he has be- 
come too big to even say hello.' 


Our thoughts are also not singularin | 


nature and can occur as a web. Some- 


times this web has contradictory | 


thoughts, leading to ambivalence. We 
are caught in a web of indecision. And 


communication is trying to resolve this | 
very indecision. A complex resolving | 


process, which is unpredictable, deter- 
mines our actions. So even if we know 
our thoughts completely, we cannot pre- 
dict which thought will prevail when we 
have two different ones. For example, 


E act. We feel. We think. Whatwedo | 





CASE STUDY ANALYSIS 


my thoughts are: ‘I am overweight and | 


need to cut down on food’ and ‘I love 
chocolates and feel good when | eat 
them’. When I take a decision, ‘to have or 
not’ is on my mind. So, sometimes, I will 
have chocolates and sometimes I wont. 
External communication can influence 


my decision. I see the purple wrapper | 
and I hear a tune which makes me nos- | 


talgic and makes me think that I belong. 


The thought ‘I am overweight loses | 


while ‘I belong and like chocolates’ wins. 
So Dr Guha, what you are saying is true. 

It is important to recognise that our 
thoughts have complex patterns. We de- 
velop a way of thinking about our con- 
text very early on. These are called tem- 
plates. These templates are about trust 
and approval in their basic forms. 

If our life experiences have been 


filled and the microwave oven is one 
where the approval template is not ad- 
dressed. Approval templates are condi- 
tional, or there is a corollary to the tem- 
plate. ‘If I wear a branded perfume, I will 
be approved' is accompanied by the cor- 
ollary, 'if I do not, I will be good for noth- 
ing. Communication experts unknow- 
ingly use one or the other template. 

For the brand templates to be 
formed, the experience involving the 
brand has to be powerful. Such experi- 
ences become powerful either by align- 
ing the brand template with an existing 
template that the potential user has, or 


| byconfronting the template. 


The Thums Up campaign with the 
template of protecting India's pride is an 


_ example of the alignment of the brand 


good, we are able to say to ourselves: | 


‘Life is fair; people are good; I am good; I 
can trust.' If our life experiences have 
been negative, we view most interfaces 


with the external world with doubt. Mis- . 


trust creates fear and doubt. But it is also 
used to create trust in something else. 
Mistrust in a society that has been 


template with the nation's template. So 
there is a common template: ‘Mistrust 
the foreigners’. The Pepsi campaign on 
the World Cup is trying to be even more 
Indian, thus creating an alignment of 
templates. Campaigns confronting the 
templates are more difficult to conceive 
and more risky, but when they succeed, 
they have an impact. 


It is important to recognise that our thoughts have 
complex patterns. We develop a way of thinking about our 
context very early on. These are called templates. These 
templates are about trust and approval in basic forms 


through trauma is hard to manage. Mis- 


trust in the consumer's mind is what | 


most brands try to fight. Chinese brands 
are rejected because of mistrust. Riots 
happen due to mistrust. Mineral water 
sells on mistrust. Communication mak- 
ers build upon mistrust to take things 
further for themselves and their prod- 


| ucts. Like the doctors at WellCare (‘The 


other doctor overlooked this detail in 
your care’) or the AIDS education pro- 
gramme (‘Do not trust your sexual part- 
ner; he might have HIV’). At times, com- 
munication makers have to counter 


mistrust. WellCare is trying to counter | 


the perception in the community's mind 
through its communication strategy. 
There's another category of tem- 


| plates where people feel: ‘If I do this, my 


peers, family and colleagues will ap- 
prove of me' and 'if all these people ap- 
prove of me, I will be able to approve my- 
self’. These are approval templates. 
Approval templates determine buy- 
ing decisions. Going by what has been 
said in the case, chana masala is a prod- 
uct where the approval template is ful- 


The HIV education campaign is try- 
ing to partially confront the template 
‘nothing will happen to me’, but is not 
succeeding. But at the same time, a cam- 
paign on how examinations are stressful 
and students need to be helped will be 
successful — it confronts the template 
that exams are all that matter in a stu- 
dent' life. Rin gets people to buy a com- 
paratively expensive washing soap by 
confronting a template about how it is 
important to save money. They also 
align with the template, 'better quality is 
ensured only at a higher cost. 

Do we then research the cognition as 
suggested or do we continue to play with 
behaviour? Anecdotal documentation 
of reactions to a campaign can establish 
a link between the concept of cognition 
and the communication strategy. 

But for the advantages to be replica- 
ble, the common templates that people 
carry in a culture and in an age group 
need to be outlined through research. 
Incomplete understanding of templates 
would mean that adolescents would be 
sold Isabgol. 
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Sushil Pandit is the founder and manag- 
ing director, The Hive, a three-year-old 
advertising agency. 


issue of addressing the root cause, 

i.e., the mind, and not merely the 
manifestation, i.e., the action. This is the 
simple gyan at the bottom of this ‘cogni- 
tion change versus behaviour change’ 
debate. Frankly speaking, one expected 
a little better from Avinash Maru, who is 
the senior client service head at Exxads. 
It is the senior servicing types like him 
who ought to be dispensing such ‘edu- 
cation’ to the clients. 

Pranab Guhas wise prescriptions on 


Tix can be little argument over the 


the 'truckers-AIDS-condoms issue re- | 


mind me of something I had read years 
ago: “Use oral contraception, say NO!” 
Guha is quite right. In fact, I feel that if 
you actually manage to convince truck 
drivers of the risks they run when they 
seek sex on the highways, the condom 
will be redundant. 

The logic on microwave ovens can 
accommodate a few more points of view. 
One, owning a microwave has now be- 


come more of a lifestyle issue than a | 


purely utilitarian/functional one. Most 
of the people who have microwave 
ovens do not use them for even a quarter 


of their cooking. Itis not that they are un- | 


happy with it. In fact, even when they 
bought one, they knew they wouldnt be 








using it all that much. And not just mi- | 


crowaves, there are umpteen things in | 


our homes that are not used to even a 
fraction of their potential. In the West, 
microwaves are used for quick thawing 
and heating of the deep-frozen/ready- 
to-eat food. In India, such foods have 


not come into our lives yet. Yet mi- | 


crowaves sell. Two, It is not about the 
taste versus time' trade-off that the 
houswife is agonising over. Instead, her 
perception is that Indian cooking is 
somewhat difficult, sometimes impossi- 
ble, for a microwave to handle. Even if 
we leave chapatis, paranthas, puris, and 
pakoras aside, how will a microwave 


handle the mandatory tadka? So, if the | 


housewife/career-woman wants to be 
convinced first on the logic of mi- 
crowaves, it is not about ‘What do I lose 
for the time I gain?’ It is about What do I 
gain?’ The microwave brands are trying 


to address the issue of cuisine-compati- | 


bility when they talk of the functional 


relevance. Microwaves are being bought | 


for quick heating and occasional baking 


besides that feeling of having a ‘great | 


new thing’ in our house. 
Therefore, it is not sufficient to know 


that one needs to address the cognition. 
One must also know clearly as to what 
lies there. That Thums Up sold on na- 


tional pride is no truer than the assertion | 
that the Congress will never win so long | 


as it has an Italian — Sonia Gandhi — at 
the helm. (The stupor caused by this 


self-serving prophecy has already deliv- | 


ered her with 16 state governments.) 


Thums Up sold on a strong and ac- | 
tive countrywide production/distribu- | 


tion network of bottlers. It began wilting 


under the pressure of huge resource in- | 


fusion (read dollars) by Pepsi. Thums Up 
was, and remains, a good product. It 
would have gradually lost its profitability 
in the short and medium terms because 


| Pepsi forced a high cost on Parle. Parle 


faced several problems — costs in terms 
of advertising and promotion, keeping 
the bottlers from defecting, investing in 
infrastructure, and so on. Hence, 
Ramesh Chauhan, the businessman, 
sold out, or rather cashed in on the op- 


portunity offered by Coke. There is nota | 


single example I can recall (I hope there 
are some) where a brand sells not on the 


rational or any other emotional at- 
tribute, but purely on national pride. No, 
not even the Sachin Tendulkar brand. It 
is true that to most consumers, prefer- 
ence for any brand of cola is relevant to 
the number of options available. If op- 
tions are not available, just any works. 
Robert Goizueta, the legendary CEO of 
Coke, is known to insist that more than 
anything else, distribution is the key to 
this business. He wanted Coke to be 
available at “an arms length of desire”. 
So, it is not just what you stand for as a 
cola brand, patriotism included. 

Now, consider the ‘reverse swing’ 
phenomenon. Consumers are aware 
and know that the advertising is trying to 
reach for the money in their pockets. 
They are homing in on the advertiser's 
cognition. So, all that a brand says or 
does is put through that filter. Hence, 
merely trying to connect with the con- 
sumer cognition will not do. The con- 
sumer's defences are up as soon as she 
finds that someone is trying to build a 
business around her concerns. And then 
she checks out the claims. 

There are a large number of con- 





sumers who are on a 'scheme' trip. 
Whenever people go shopping for gro- 
ceries, especially soaps, detergents and 
toothpaste, they check for the promo 
schemes running on different brands. 
Brand hopping for a free spoon here or a 
free brush there is rampant. The brand 
managers think that they are weaning 
away the customer for trial but the cus- 
tomer thinks differently. The customer 
knows that she must make hay while the 
sun shines and then look for some other 
brand that is willing to woo her for her 
attention. I know of a boy who would 
never throw away empty packs of Maggi 
noodles. In fact, he would pick them up 
and keep them whenever he found 
them. And whenever Maggi announced 
a promo where you could redeem good- 
ies by returning the empty packs, he 
would go and unload a sack-full. And for 
days on end, he would have the look of 
the proverbial cat that got the cream. 

In conclusion, of course address her 
mind. Get what is there absolutely right. 
Address it honestly. And pray that she 
does not change it too soon. a 
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Continental AG of Germany has entered into a eniga coli 
manufacture of two-wheeler tyres? 


(a) JK Tyres (b) Metro Tyres (c) MRF 


ISSUES rman AP ORE Lr eee me SE TTT Te eR LAE = SIS Qe GMDATE RIEN eee te ne rR ee ER TES 


aborstion with which Indian company for the 



















(d) Apollo Tyres 
2. Which indian bank recently co-branded itself with the music of the film Saathiya? di 
(a) IDBI (b) Punjab National Bank (c) BankofBaroda (d) ICICI Bank q 
| 3. Who is the author of the book Odyssey: Pepsi to Apple? 
| (a) Steve Wozniak (b) John Sculley (c) Douglas Ivester (d) Don Imus 
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4. You would associate H.F, Khorakiwala with which company? 
(a) Richardson Hindustan (b) Marico 
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(c) Cipla (d) Wockhardt 
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0. Which business publication was started in 1888 with the slogan ‘Without fear, without favour"? 
(a) The Economist (b) Dow Jones Digest (c) Financial Times (d) Fortune 
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(a) Saint Gobain-France (b) "v (c) Nestle-Switzerland (d) Ricoh-US 
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B. Whois the promoter of fast food outlets like Just Around the Corner and Dosa Diner? 











(a) Antoine Bakhache (b) M. Mahadevan (c) bd Narang (d) hd a 
97 bius ean company Aurigene is a 100% ubl of which sana mam 
| (a) Dr. Reddy’s Laboratories (b) Sun Pharmaceuticals (c) AstraZeneca (d) Ranbaxy Laboratories 
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10,*This telecom company has become the No.3 cellul 
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ular phone company in india just four months after its launch. 
(a) Fascel (b) IDEA (c) MTNL (d) BSNL 
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Answers to AMITY BIZQUIZ # 77 


1. Which firm launched a personal digital assistant, Envoy, in 1994, which failed in the market? Motorola 

9. Which pharma company was founded by the late K.B. Suri in 19842 Morepen Laboratories 

3. Who, along with James C. Collins, wrote Built To Last: Successful Habits Of Visionary Companies? J.l. Porras 

4. This car, which was launched recently, has the baseline ‘Spoil Yourself’. Tata indigo 

5. This famous but controversial business magnate edited a magazine called Shaft at school. Hugh Hefner 

6. Which company has launched its range of personal computers under the ‘Cybercom’ brand? BPL 

1. Which MNG owns the well-known water brand S. Pellegrino? Nestie 

8. What passion do Reliance’s Anil Ambani and Unilever chairman Niall FitzGerald have in common? Running 

9. Which is the first civilian aircraft to be designed and manufactured entirely in India? saras 

10, Which indian company created Coca-Cola's 'Coke Cool Summer' campalgn in China, the largest and most successful SMS campaign 
in the world to date? Contest2win 
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BUSINESS. RADIO 


VANITA KOHLI 





S radio ready to deliver? Or is it a 
business headed nowhere? Both lis- 
teners and advertisers are taking to 
radio, suggests IMRB's RADAR study. 
(See ‘The Medium Emerges’). Yet, 
broadcasters are not happy. They say the 
high licence fees are pulling down prof- 
its. Many of them have cut their losses 
and exited markets like Hyderabad and 
Lucknow without even going on air. 

Last month, Mumbai was rife with 
the rumour that neither Mid-Day nor 
Win 94.6 would renew their licences in 
April. The broadcasters deny that. “We 
are firmly in place in Mumbai. The in- 
tention is to remain in business. How- 
ever, what is becoming clear is that the 
present licence fee structure does not 
lend itself to business viability. We are 
engaging the government in a dialogue 
on this front,” says Tariq Ansari, manag- 
ing director, Mid-Day Multimedia, 
which owns Mid-Day Radio. 

Others feel the government has han- 
dled the private radio business badly. 
Unless things change, radio may well 
have to be given up for dead, they say, 
demanding a shift from the licence fee 
arrangement to a revenue-sharing one. 

In Mumbai, ever since five broad- 
casters (it is the only market where there 
are sO many) went on air in May 2002, 
both penetration and reach of radio has 
increased to a point where it is second 
only to cable TV on both parameters. 
(See ‘Time Spent: Radio Vis-a-vis TV’) 
While average listening time still lags be- 
hind the time spent on newspapers or 
watching TV, the fact that radio is being 
compared to these media is an achieve- 
ment. Hemant Mehta, country manager 
of market research agency IMRB, is even 
launching a radio-rating service next 
month. "If the data is anything to go by, 
the future is bright," he says. 

"On the ad front (too) the business 
has done better than expected," says 
Prashant Panday, COO of Radio Mirchi, 
which is owned by Bennett, Coleman 
and Company. Monthly ad spends on ra- 
dio have risen from a few lakh in August 
last year to about Rs2 crore today. That is 
about 2% of the total ad spend targeted 
at Mumbai city. Other claimants of this 
money include print, outdoor and TV. By 
the end of 2003, radio channels in Mum- 
bai — Red (Living Media), Radio Mirchi 
(Bennett, Coleman), Go 92.5 (Mid-Day 
Multimedia), Win 94.6 (Millennium 
Broadcast) and Radiocity (Music Broad- 
cast) should together gross Rs 35 crore 
from advertising, up from about Rs 7 
crore in 2001, say observers. 











THE MEDIUM EMERGES 






Source: RADAR 2002, IMRB International 
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Surge in the reach of the medium in Mumbai 


Any TV: 86% 
Any radio: 67% 


Any C&S: 70% 
Any FM radio: 62% 





c^ M 


Figures indicate the % of total no. of households in Mumbai C&S: Cable and satellite medium 


Unless fixed licence fees give way to revenue 
sharing, theres little hope for private players 


LICENCE 





TO KILL 


That would barely cover last year's li- 
cence fee of Rs 9.75 crore each. Stations 
spend Rs 7-odd crore more as other ex- 
penses. So, they cannot make money 
unless the size ofthe business more than 
doubles — preferably quickly. That is 
unlikely. Also, there is a 1596 annual in- 
crease built into the licence fee. 

Some say the operators, knowing the 
market, were foolish to pay the licence 
fees. Private radio stations were auc- 
tioned in March 2000 when media valu- 
ations were high. (See ‘The Sound Of A 
Business, BW, 20 November 2000.) 
Companies like Zee and Sunrise pushed 
up bids hoping they would make up in 
valuations what they lost in licence fees. 
By the time they got the licences, the 
market had crashed. So some simply 
walked out. Others took their licences 
and then walked out, forfeiting a bank 
guarantee equal to a year's licence fee. 





These included Mid-Day from Delhi and 
Chennai, Radiocity from Patna and Nag- 
pur, Millennium from Delhi and Chen- 
nai, and Radio Mirchi from Hyderabad 
and Lucknow. Little wonder that there 
are only two players each in Delhi and 
Chennai, while many ofthe smaller, sec- 
ond-tier metros do not even have a pri- 
vate radio company. And in cities like 
Lucknow, Bangalore and Indore, where 
they exist, they are haemorrhaging. "It 
looks pretty grim," says Sumantra Dutta, 
COO, Radiocity. 

But the government has made about 
Rs 70 crore from licence fees in 2002-03. 
It stands to make at least Rs 104 crore by 
March 2004 assuming nobody drops 
out. So why should the government shift 
to revenue-sharing? Well, if it does not, 
earnings from licence fees may soon bea 
thing of the past as pure economics 
would force broadcasters to exit. In a 
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revenue-sharing agreement, however, 
while the initial take for the government 
may be low, it can get a share of the fu- 
ture growth of the business. 

The radio companies feel if the crip- 
pling licence fee structure is changed, 
radio will attract many more players 
and the business will grow. Consider TV. 
When there were just 4-5 channels in 
1992, the TV ad market stood at Rs 400- 
odd crore. Today with more than 50, it 
has ballooned to over Rs 4,800 crore. 
“Supply creates its own demand; we 
need more radio stations (to expand the 
market and make money)," emphasises 
Gautam Radia, managing director, Mil- 
lennium Broadcast (Win 94.6). More 
stations means more money spent on 
creating choice, educating advertisers 
and consumers and generating rev- 
enues. Was that not the point of privatis- 
ing radio in the first place? 

It was. But, the current context un- 
dermines every premise on which the 
business was privatised. Start with 
choice. If you stay in Mumbai, you 
would have probably wondered: why 
are they all playing the same music? 
With their back to the wall on costs, 
"how does one differentiate (one station 
from another)”, asks Rajesh Tahil, station 
director for Go. So most players simply 
gun for the largest possible mass of lis- 
teners. In the absence of research, it is 
the only way to hook advertisers. 

Media buyers agree. “For me the 
biggest driver is hype,” analyses Madan 
Mohan Mohapatra, India head (broad- 
cast investments), Starcom, the media- 
buying arm of Leo Burnett. That's con- 
trary to radio logic. Globally, radio runs 
in profitable niches. New York City alone 
has about 90 radio stations, Manila 45, 
each offering something totally differ- 


Mirchi's Panday: Ads have done better than expected 
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33 minutes - Gap between radio TSL & TV TSV (among FM access ‘daily reached’ individuals) Average reach: Daily, on an average, ‘x’ number of 
respective 


listeners tuned in to the medium 


ent. Go did try its hand at offering non- 


film music fare for a few months but | 


TSL: Time spent listening 


gave up recently. FM in India has been | 


only about Hindi film music or English 
pop. Jazz, classical, talk radio (dramas, 
plays, skits) — lots of genres of radio pro- 
gramming are yet unknown. 

Second, high costs and a small num- 
ber of players take away private radio's 


TSV: Time spent viewing Source: RADAR 2002, IMRB International 


myth that FM is all about car listening is 
out. But most stations are too busy just 
tryingto stay afloat to make any use of all 
this information to target stay-at-homes 
with specific programmes. 

It is a vicious circle. Without the cash 


| toinvestin any of these things, radio sta- 


ability to tap into local advertising and | 


expand the market. Without the money 
to spend on developing the market, it re- 


national advertisers, for whom radio can 


tions will start losing listeners with the 
same type of programming and the 
business will eventually fizzle out. It is a 
story that is likely to be repeated in all the 


| metro markets that will see private radio 
mains, largely a medium dependent on | 


never account for more than a fraction . 
of their spends. Globally radio thrives on | 


local advertising. In the 
US, retail (read local) ad- 
vertisers bring in 80% of 
the $20-odd billion that 
radio generated in adver- 
tising in 2000. In India, 


Lucknow, and Radio Mir- 


35% and 50% from the lo- 
cal guys. But it has been a 
tough and unprofitable 
grind for them so far. 
Third, no one has the 
money to make use of the 
numbers. A big surprise, 


chint Chawla, 
“more people are listen- 


chi in Pune, Ahmedabad | 
and Indore get between | 


points out Red COO Nish- | 
is that | 


Radiocity in Bangalore or | 





ingat home" So the whole | 


stations coming up in the next couple of 
months — Delhi, Kolkata, Chennai. 

For aradio-ready market — largely il- 
literate and not reached by any other 
media — that will be unfortunate. Logi- 
cally, radio, whether it is community ra- 
dio (recently allowed by the govern- 
ment) or private (FM or otherwise), has 
the potential to become big. For inspira- 
tion look at a similarly heterogeneous 
and geographically spread market like 
the US. It had 12,717 radio stations in 
2000. And most make money. Just one 
big radio company in the US, Clear 
Channel, owns 1,233 radio stations that 
earn revenues of $8 billion a year. 

Back home, all the radio operators 


| are confident they too can snag large 


chunks of advertising, if only they can 
make some money to plough back. 
Here's a thought for the government. To- 
day, the only way it gets a piece of the 
ever-growing media and entertainment 
pie is through taxes. Revenue sharing in 
radio is another possibility. * 
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. NTEL is at pains to explain that the 
Centrino is not a new microproces- 
sor. It is a technology platform that 
consists of the Pentium M processor, 
| the Intel 855 chipset and the Intel Pro 
wireless 2100 network connection. But, 
inside Intel, the Centrino is more than a 
technology platform. Call ita movement 
if you will. Here are the facts. 

— The Centrino will help build slim, 
light notebooks that will use less power 
and give out less heat. The platform 
iarantees these. But Intel is going be- 
ond the technology. It is trying to en- 
sure that the Centrino is validated for 
wireless networks all over the world by 
working with ISPs and pulling all stops to 
make the Centrino dominant in the 
computing space in the next few years. 
“Intel has gathered evidence that peo- 
ple will switch to wireless networks in a 
big way. In the US, hotspots are available 
‘at several places. In Manhattan alone, 
'there are 3,000 that use the 802.11 stan- 
dard. The coffee shop chain Starbucks is 
now making wireless connectivity avail- 
able in all its outlets. Hotspots are avail- 
- able in India, but they are not publicised 
cas much. Using the wireless networks 
pays too. Gartner Consulting found that 
wireless users with notebooks had 41% 
"higher productivity than wired users 
"with notebooks. It also found that this is 
-a huge market — the number of mobile 
laptops sold is expected to grow from 30 
million in 2002 to 51 million in 2006. 
There are about 15,000 public wire- 
less hotspots around the world now. 
"(They are expected to increase to at least 


















the number of frequent wireless LAN 
- (Local Area Network) users to increase to 


- 300,000 in three years. Gartner estimates | 
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INTEL 


just a chip for mobile 
PCs, but a new technology 
platform for wireless connectivity 


It will make laptops thinner and 
lighter and allow them to 
connect via wireless hotspots 
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package, it 
might make laptop makers more 
dependent on Intel 


31 million in another four years. More 
than 6096 of the notebooks sold by the 
end of 2003 will have integrated network 
connectivity. Gartner estimates about 
500 million people will own mobile PCs 
by 2006. Says G.B. Kumar, Intel general 
manager: “If this is the way the world is 
going, we asked ourselves, how can we 
design a processor so that the users get 
the maximum out of wireless networks." 

In other words, Intel not only wanted 
to ride the wireless wave, but it also 
wanted to amplify it. Earlier, Intel’s rival 
AMD had thought of building a mobile 
processor, but it was never designed to 
be part of a wireless platform like Intel's. 
The technical challenge for chip vendors 
was unambiguous; users demanded the 
same performance from notebooks as 
from their desktops. But they wanted the 
notebooks to be slimmer and lighter. 


| They wanted to use the battery for an en- 


tire day and wireless connectivity every- 
where. They wanted the networks to be 
secure as well. 
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These could not be achieved without 
changes inside and outside the proces- 
sor, It also needed special efforts inside 
and outside Intel. The chipmaker devel- 
oped what it believes is the right tech- 
nology, but there were several interoper- 
ability problems. 802.11 is well entren- 
ched now, but even this has its dialects. If 
validation is left to the ISPs, users may 


have to wait before they are in step with ~ E: 


the service provided everywhere. 

This is not good news for chip ven- 
dors. So Intel started a programme of 
validation with ISPs for which it is spen- 
ding $300 million. No wonder some Intel 
executives think the Centrino is as im- 
portant as the Pentium. The movement 
has touched Intel Capital as well. It's in- 
vesting $150 million on companies that 
are developing wireless technology. 

Intel officials say that the Centrino 
will be available on all kinds of note- 
books, not just the expensive ones alone. 
Intel's competitor AMD had last year in- 
troduced the Athlon mobile processor 
that found its way into Compaqs Pre- 
sario notebooks. It does not heat up too 
fast and is claimed to use less power than 
other processors. It is also cheaper than 
intel processors. “We have made mobile 
computing affordable,” says Sanjeev —.— 
Keskar, managing director of AMD. P 

Both companies have a vigorous 
roadmap for mobile processors and 
platforms. AMD will introduce the 64 -bit 
Athlon in the second half of this year. In- 
tel is also planning ahead with its 2004 
concept platform, Newport, which will 
help users maintain network connec- 
tion while on the move, perform useful 
tasks with the notebook lid closed, and 
enable all-day battery life. The wireless 
ecosystem is getting more complex and 
interesting. Let's start moving. B 
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Ns of development." 


"Last year was the 
year of stabilization. 
This year will be the year 












Captain Amarinder Singh 
Chief Minister of Punjab 


A year ago, he stormed into power in Punjab defeating the ruling Akali Dal. Corruption was the main plank on which 
Captain Amarinder Singh of the Congress Party won the elections to become the chief minister of Punjab. It's early days 
yet, but the erstwhile Maharaja of Patiala has been a busy man. Several arrests have been made and many corrupt officers 


have been weeded out. 


The task of spearheading the state is an onerous one. As the ch 
appalling shape. The debt burden of the state is Rs 32,000 cro 


with cheap wheat flooding the country, 
earning revenue. 
Yet, despite the challenges, the chief 


lef minister himself points out, Punjab’s finances are in an 
re. The PSU debt alone amounts to Rs 19,000 crore. Also, 
the primarily agricultural state is caught in a bind and has to look for new ways of 


minister is confident. Basking in the win of the Congress Party in neighbouring 


Himachal Pradesh, where he played a pivotal role in the election campaign, Singh was in a euphoric mood when Businessworld 
caught up with him. He outlined the measures taken by his government in taking the state ahead. For instance, the new 
industrial policy announced last month and seeks to usher in a new era of industry friendly climate. It attempts to put an 
end to the ‘Inspectorate Raj’ that used to flourish in the state. Besides, in a significant departure from the past, captive 
generation of power for self use by a single or a number of units jointly will be freely allowed. And such generation will be 
exempted from electricity duty. Excerpts from an interview: 


Q. It’s been just over a year since 
you assumed power. Are you 
happy with what you have 
achieved so far? 


We have achieved quite a bit. But 
one feels one could do much 
more. Unfortunately, we have 
got this financial constraint in 
this state which is really holding 
us back! My debt servicing, my 
pensions and salaries alone 
amount to 131% of my revenue. 
But we are going to tackle this 
soon. Having done away with 
freebies - we stopped giving free 
power, free water — we have 
opened ourselves to multilateral 
and bilateral funding. Hopefully 
things should look up now. Last 
year was the year of stabiliza- 
tion. This year will be the year of 
development. From that point of 
time, we have done a lot. We 
have got Punjab back on an even 
keel. 


Q. When you cut down all these 
freebies, what was the reaction of 
the farmers? 


Well, in the first month itself, we 
collected 94% of the electricity 
bills. I don't think any other state 
has got such high collections. 
What people are more interested 
in is that they should get continu- 
ous power and it should be 
cheap power. You know when 
there was drought — Punjab had 
drought — we gave them con- 
tinuous power for 12 hours. And 
we produced one million tones 
more rice than last year. Even 
now, our wheat crop is going to 
be a bumper crop. We are giving 
our farmers 10-hours of continu- 
ous power. Earlier when it was 
free, it was never more than four 
hours. There were no irrigation 
charges also and we brought in 
irrigation charges from the canal 
systems. 
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Q. You have been going hammer 
and tongs against corruption. 
What have you done on this front? 


We have prosecuted 216 people 
in Punjab last year, which in- 
cludes nine former ministers. 
four IAS officers, two SPs, ump- 
teen DSPs and gazetted officers. 
So the pressure is fully on. If ] 
say today, that corruption has 
disappeared, well then that's not 
true - but the pressure is cer- 
tainly on. I don't think we will ever 
be able to end it. After all what's 
been going on for 2,000 years 
cannot be ended in a year. But 
wherever we hear of cases, we 
are going after it. 


Q. Agriculture is facing new chal- 
lenges today. How is Punjab gear- 
ing up for the new realities? 


Yes, roughly 68% of our people 


live in villages. We are the grain 
belt of India. We are 296 of India's 
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@ 30650 tube wells energized as against 
average of 11000 in past. 
@ Rs. 950 crores end for su 


€ Agriculture to become market-driven, globally 
competitive and attract investment in agro-industry.f 
@ Rs. 39 crore provided to Punjab Agro for A] 
Contract Farming. l 
@ Rs. 10 per quintal bonus (1st instalment) on wheat 
and Rs. 20 per quintal drought relief on "a : 
disbursed. 
@ R5. 64 crore released to clear arrears 
- of cane growers and Rs.97 crore 
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e Roads and - costing Rs.261 | 2 ci à 
@ Punjab Infrastructure and Regulation Aet 2002 passed to . c 1€9 Consolidated R Rural PAS EP 


- encourage private participation. launched for multi-faceted development of 

s © Widening and strengthening of 
Zirakpur-Patiala, Ropar-Nawans 
khoa Mec ete Nawab 


: E. 
i highways papets accelerated. Sr d tah . làst five years. 
,e5 ROBs u 9 820 =e released for providing 24 hour 


3 Super E. (Talandhar, Amritsar and Ludhiana) power supply t to the villages in border belt. 
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v the village. - 
"wt r 177 crores earmarked during this year as 
bout Rs.50 crores provided during th: 
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Rural water supply schemes worth © First time in India, legislation for a modern, scientific animal 
Rs. 98 crores under construction. 


recording system Punjab Herd Registration Ordinance to be 
promulgated shortly. 


j rat DEVOLUTION OF POWERS @ 1.25 lakh semen doses of proven bulls imported. 
""" @ State Animal Breeding Policy prepared. 





Rs. 95 crores disbursed to Panchayati Raj Institutions, 
Gram Panchayats to associate in the process 
of land record activities. 





e SOCIAL SECURITY 
—^*| EDUCATION 





@ Rs.75 crores disbursed to genuine old age pensioners. 
@ Over 1 Lakh bogus old age pension claimants detected. 
Sarv Sikhya Abiyan launched Rs.130 crores released. 
Rs.33 crores disbursed for scholarships and books to the 
scheduled caste students. 

Attendance scholarship for girl students. 

Private college teachers to get pension and gratuity. 


pad | INDUSTRY 





9 Inspector Raj curtailed. Self certification in 
12 labour laws introduced. 
9 Industrial policy to be introduced. 











SOCIAL WELFARE 
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"m 


- ore earmarked to provide 10 marla 
lots to 8000 houseless SC families. 





> € dicio of water resources. 
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State Feature 


land mass yet we have been pro- 
ducing for all these years over 
50% of the nation’s food. But we 
recognize that we cannot remain 
an agricultural economy. We 
have to move out. We have to 
diversify with this new pressure 
on the grains and the world mar- 
ket having opened. Australian 
wheat is, for instance, available 
in Indian markets today at about 
Rs 460. And here were giving an 
MSP (minimum support price) of 
Rs 640. We have actually asked 
for Rs 790 because of the infla- 
tion is going up and the price 
given to the farmers is not that 
much. 


Therefore, we have submitted a 
proposal to the central govern- 
ment. We told the central gov- 
ernment, if you give us Rs 1280 
crore, we will change the crop- 
ping pattern in one million acres 
which will cut down on the food 
storage costs. We are losing Rs 
5,000 crore a year in food stor- 
age. So we won't grow it for you. 
We will just cut down on food 
grain production. But that has not 
been accepted. So, on our own, 
we are going for diversification 
in crops. And we are going in for 
contract farming. We have got 
people involved like the 
Mahindras, the Rallis group, the 
UB group and Tropicana. The 
idea is that Punjab will special- 
ize in high value crops. If the 
government of India doesn't ac- 
cept our crop adjustment progra- 
mme, then we have to do some- 
thing on our own. 

Q. Last year there was this whole 
issue of farmers committing sui- 
cides. How has this been ad- 
dressed? 


Well, this was happening in the 


| p area and it all boiled 


= down to the economic conditions. 
It's becoming clear that if we stick 
to wheat and pacan our farmers 
ill adie. . 
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So we are going in for higher 
value crops like  oilseeds, 
basmati, corn, orange. We have 
involved agencies like Markfed 
(Punjab State Cooperative Supply 
and Marketing Federation) and 
the Punjab Agro Industries. 
Punjab Agro is already test mar- 
keting fresh vegetables and fruits 
in the Middle East.We are doing 
through Markfed canned foods 
like sarson ka saag etc. 


Q. What are the salient points of 
the new Industrial policy that you 
have recently unveiled? 


What we have done - let's say for 
the industry that is now sick, we 
have tried to give them facilities 
within our resources. Plus, for in- 
stance, they have been promised 
about Rs 600 crore of subsidies by 
the last government. So what we 
have done is that we have given 
them bonds that are redeemable 
in the bank against which they can 
borrow and get the industry 
started. 


But one of the major areas we 
have tackled is red tapism. So 17 
laws we have scrapped. All the 
inspectorates - labour inspec- 
torate, etc - we just scrapped 
them. And we have allowed the 
industry — old and new — to get 
their chartered engineers and get 
things certified. So this will be big 
step towards inspector-free Raj. 


Q. What are the thrust areas? 


The thrust area is what the world 
requires. Like steel for instance. 
But our steel industry here had 
virtually collapsed because of 
cheap steel coming in from out- 
side. Gobindgarh has shut 
down.The two sector that are hold- 
ing their own are engineering, 
textile and hosiery, of course. The 
rest is all in new economy:. bio- 
technology, IT parks, etc. We 
have already got Quark in 
Chandigarh. In three years time 
they will be employing about 
10,000 hardware and software 


. engineers. And then iris 
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is coming in a large way - we 
have bought Fortis group in, we 
have got Escorts in. 


And then of course, we have 
tried to smoothen things for the 
business investor. We have guar- 
anteed full power and continuous 
power to industry. And for invest- 
ments in border areas we have 
given special incentives. 


Q. What about health and educa- 
tion, which you personally look af- 
ter? 


We have 12, 486 primary schools. 
But we are short of teachers . The 
curriculum is ancient. The story 
in the middle schools is the same. 
There's no IT in the curriculum, 
for instance, in the government 
schools. But all the private 
schools offer IT right from kin- 
dergarten. So the curriculum has 
to change — my emphasis is on 
IT. 

As regards healthcare - again we 
have a great shortage of doctors, 
nurses. I have asked the private 
sector to get in. Then we want to 
put in a little more effort on our 
tertiary centres - that's the medi- 
cal colleges and all. So that they 
can be up to date with the medi- 
cal advances that are taking 
place world over. So both these 
sectors require a major boost. 


Q. Finally, tell us about the 
Himachal elections, where you 
played a large role? 


I think the acceptance of the 
Congress president as their 
leader by the people of HP was 
the primary factor in the party's 
win. Of course, corruption was a 
plank. We knew it had worked in 
Punjab. In Himachal too we fo- 
cused on Dhumal as the repre- 
sentation of the BJP corruption 
just as Badal was a symbol of 
Akali corruption. Where the BJP 
lost out in Himachal was they lost 
direction. When we started this 
diversionary attack, they lost 
their focus and put their whole 


resources in ACES us in 
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Punjab Agro - Initiating Agrotech Advancement in Punjab 


Punjab Agro Industries Corporation has 
taken the initiative to facilitate private investment of over 
Rs. 1000 crores in agro processing sector in the next 2-3 
years. The following projects so identified are globally 
competitive in terms of size, technology and efficiencies 
with full export potential. 

* Setting up of an integrated corn processing plant to 
process initially 300 TPD and later 500 TPD of corn to 
po value added products. Over 30,000 acres would be 

rought under corn cultivation. 

* Setting up of integrated paper manufacturing plant to 
produce 240,000 MT per annum of high quality coated and 
un-coated wood paper, block board, plywood, ete. Initially 
1,60,000 acres of land going upto 2,75,000 acres by year 3 
would be brought under soft wood cultivation. 

* Setting up a 500 TPD capacity integrated oilseeds (hyola 
and groundnut) ene rant Initially 1,00,000 acres 
of land going upto 2,20,000 acres by year 7, would be 
brought under these crops. 

* Setting up of 3,25,000 Itrs. per day capacity integrated 
milk processing. The project would offer profitable dairy 
farming options for small as well as large sized farms. 

e Setting up of an integrated cane p ing project to 
produce cane juice based fuel ethanol, citric acid and power. 
About 20,000 acres of land would be brought under sugarcane 
cultivation. 

*Setting up of integrated rice-processing project to 
manufacture basmati rice, noodles, flaked rice plant, rice bran 
oil, cattle feed, power etc. The catchment area under rice crop 
would be 2,00,000 acres initially, rising up to 5,00,000 acres in 
year 10. 

* Setting up of spice oil and oleoresin extraction unit of 3 
TPD capacity initially and going up to 214 TPD in year 10 of 
its operation. About 32,000 acres of land would be diverted 
to various spices. 

eSetting up of an integrated grain based distillery 
Project to produce premium brands of IMFL. Approx. 
10,000 acres of land would be brought under soft wheat 
cultivation. 

* Setting up of an integrated vegetable processing plant to 
produce canned / bottled frozen, dehydrated and pickled 
vegetables. 

* Se up à wheat processing project to produce high 
woo Be based on Ses wheat. The facility would also 
produce durum semolina, premium biscuits and bread. 
pp 30,500 acres of land would be brought under durum 
wheat cultivation. 

* Setting up of an integrated potato based potable alcohol 
project to produce vodka/gin/white rum. The catchment 
area under this crop works out to be approx. 9000 acres. 

. up of an integrated potato facility to 
mer ens French fries and potato flakes. The facility will 
process approx. 20,000 tonne per annum of potatoes. 

* Setting up of integrated poultry rocessing project to 
produce whole ciicken, cut pato and vulpe added 
products like nuggets formed boneless products. 

* Setting up of an integrated barley processing and brewery 


unit to manufacture premium ity malt, malt extract and 
ans About 15,000 acres of will be brought under quality 
ey. 


P Punjab Agro Industries Corp. Ltd. 





Plot No. 2-A, Sector 28-A, Madhya Marg, Chandigarh 


Punjab Agri Export Corporation isa company 
promoted jointly by Punjab Agro and Punjab Mandi Board with 
the main objective to promote/assist export of fresh/processed 
fruits & vegetables; creation of necessary cool chain 
: ^ : : infrastructure in the State; to improve productivity of existing 
ongoing diversification process, PAIC has | — crops and to introduce new varieties/crops having potential for 
identified as many as 15 manufacturing exports 

projects in the agro processing sector for | € The Corporation exported fresh fruits & vegetables from 
implementation in the State. These projects Aus arg mese rapti o EE East to cater to the 

: : e unjàbi population settled abroad. 

would not only provide remunerative prices | , To a Yon it drift C inni du 
to the growers but also uplift socio-economic Corporation has hich arek p contract farming in 500 acres and 
condition of the rural Punjab. It is estimated proposed to increase to 2000 acres in about two years time. This will 
that these projects would divert about one ensure 


million acres of land from wheat-paddy 
rotation to high value low volume crops. The 
list of new projects is as under: 


NEW PROJECTS BEING PROMOTED BY PAIC 


As a step towards forward integration of the 


i) remunerative prices to the farmers. 

i1) quality of vegetable for export. 

PAGREXCO in collaboration with M/s. Idma Laboratories 
Limited is setting up a state of the art Food Park Project at 
Sirhind, District Fatehgarh Sahib at a capital cost of Rs. 15 
crores. Project will have a nursery, post harvest handling 
facilities, a laboratory and other central facilities. It has also 
been proposed to set up downstream units to process vegetables 

fruits. 


(Rs. in Lacs) 
Estimated 
Project Cost 


Employment 
Potential 


* The Corporation has set up five washing, grading & waxing 
centres in all the five citrus estates declared by the State 
Government to help farmers for export & distant marketing 
of kinnows. 


Integrated Sugarcane 
Processing 


Integrated Rice * The Corporation is also extending financial assistance for 
Processing setting up of cold stores for fruits & vegetables under the 
Spice Oil and Aromatic scheme of the State Govt. 

Oils Processing * PAGREXCO in collaboration with M/s. Tropicana has 


undertaken a project to introduce new citrus cultivars in the 
state to increase productivity & processability of citrus fruit 
which would help the farmers to get remunerative prices of the 
produce. 
PAGREXCO has signed MOU with APEDA for setting up of 
Agri Export Zone (AEZ) for vegetables covering the district of 
Fatehgarh Sahib, Sangrur, Patiala, Ludhiana and Ropar. The 
objective of AEZ is to provide financial assistance to the 
growers/exporters from various Central/State Government 
agencies to encourage farmers to grow cash crops & also to 
facilitate exports. 
Punjab Agro Foodgrains Corporation, a wholly owned 
subsidiary of vei od Agro Industries Corporation has been set 
up to focus y on procurement of wheat and y, their 
exports n with marketing of fertilizers, pesticides, petrol, 
diesel, lub oils and tractors etc. The achievements of PAFC are : 
è 10.8 lacs MT wheat and 8.24 lacs MT paddy procured during 
crop year 2002-03. 
9 77,474 MT fertilizers, 98 tractors and 1.67 lac ltrs. of petrol / 
diesel supplied. 
150 è Contract farming undertaken for the diversification from the 
predominant wheat-paddy system in the state . 
* Nodal Agency for export of foodgrains. Wheat and rice worth 
100 Rs. 9387.55 lacs exported. 
€ About 15000 acres have already been covered under Hyola, 
Barley and winter maize during Rabi 2002. The contract area 
under a dozen of crops will increase year after year from 4 lakh 
acres in 2003 to 25 lakh acres in 2007. 
* Nodal Agency for procurement of oilseeds & pulses from the 
Punjab State (from 5003 onwards). 


Integrated Paper 
Processing 
Integrated Com 
Processing 
Integrated Milk 











Generation Plant 250 
Integrated Potato based 200 
Vodka Project 


Qr ooi ie boon Co. Lid. (Sj) Punjab Agro Foodgrains Corp. Ltd 








State Feature 








“W: established factories 
in Baroda and even in 
Ghaziabad but we have 
not been able to get the results 
we have achieved in Ludhiana, 
Punjab. The atmosphere there 
has been very different. So I 
would give all credit to the people 
of Punjab for making Hero Cycles 
the world’s largest cycle manu- 
facturer. Nearly 85 percent of the 
entire country’s requirement of 
cycles and cycle parts is being 
fulfilled from Punjab” says O P 
Munjal, Co-Chairman & MD, 
Hero Cycles. 


Says Rajinder Gupta, CEO, Tri- 
dent Group “The State (of 
Punjab) has been very kind to us, 
very supportive. The human re- 
source is excellent. We started 
in 1984, and between 1984 and 
1993 Punjab saw the worst of 
times. And we have grown in that 
era. Every single penny earned 
has been from the state of 
Punjab. We are totally dependent 
on the state.” The Rs 600-crore 
plus Trident Group (less well 
known as Abhishek Industries) 
Owes its success to Punjab, for 
its portfolio of businesses - terry 
towels, paper, yarn, and chemi- 
cals. They are all agro-based and 
therefore, lend themselves very 
well to an agrarian state like 
Punjab. “We belong to this place. 
My roots are here. Therefore, 
you want to grow this 
place”exults Gupta. 


The Government gave its sup- 
port to Trident in the form of fi- 
nancial help from the PSIDC 
(Punjab State Industrial Develop- 
ment Corporation), that too in 
what Gupta calls “a backward 
area — Barnala, district Sangrur”. 
The State has seen its efforts 
fructify. Trident won the Wal- 
Mart Global Supplier of the Year 


Work and prosper 


Two industry chieftains from the region share their views 
on what makes them so excited and optimistic about 
Punjab, particularly under the new political leadership of 
Captain Amarinder Singh, while also pointing to the 
challenges before the administration. 


Award for 2001, and 
the Oeko-Tex certifi- 
cation from Swiss Tex- 
tile Testing Institute. 


“Of a turnover of Rs 600 
crore, the majority of 
the funds flow into the 
state economy, whether it is 
through raw material, salaries, 
whatever. All value-addition hap- 
pens here,” explains Gupta. The 
group has also responded to the 
social side of thestate’s develop- 
ment, by granting land and other 
resources for the construction of 
a school in Barnala, for instance. 


The Group is now readying for an 
expansion plan in Barnala Nearly 
as big as its current size - Rs 600 
crore - in terry towels, paper and 
captive power stations. It already 
has a captive power station of 
12MW in Punjab. 


The current political administra- 
tion, under Chief Minister Captain 
Amarinder Singh, has given in- 
dustrialists a lot of hope and as- 
surance. "There has been a 
miracle under the new 
Government,"says Munjal. "The 
industry had been suffering lately. 
I think there is a new en 
couragement, a new enthusiasm 
to surge ahead now." Gupta 
voices similar views. "I think they 
are very wise.They know the chal- 
lenges and are working on it." 
Among the first industry-related 
issues that comes to his mind is 
that of selective state incentives 
for industry. "In the north, the 
Central Government incentives 
for some other states put the 
state (of Punjab) to some indus- 
trial disadvantage," he explains 
"[ am not against incentives but 
it brings into question the issue 
of a level playing field." 





Then there is the issue of exc 
duties. "For example, in te 
towel duty is about 10 per ce 
Tomorrow you want to capt 
the local, domestic market by 
200 crore, there is a state outfl 
of Rs 20 crore in excise duty ‘ 


“Regarding trained manpow 
the engineering colleges, or 

amount of knowledge busin 
that has happened in the we 
ern or southern part is bet 
than us,” believes Gupta. Gu] 
is quick to add that these are oi 
reasons that call for action, r 
undue worry. "I am not sayi 
nothing will happen. In fact, 

have had visionary leaders. I . 
sure even now they are worki 
on it. I am doing the talking, tł 
are doing the work. These : 
the challenges," he adds. 


As Gupta looks ahead, he s« 
the per capita income in the St 
rising from sources other th 
industry. "How can we do bet 
on health services, high 
education, biotech? Fortunate 
Punjab is a central point f 
Himachal, Haryana, Jammu 
Kashmir, and part of Rajasthé 
Therefore we can generate lot 
employment both for white-c 
lar workers as also for rural i 
eas." Given the work being do 
by the new government, both e 
trepreneurs firmly believe th 
can safely look forward to 
friendly and progressive indc 
trial climate in Punjab. 
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Being different 





! How the spirit of enterprise drives a Rs.700 crore group. 


"We wanted to build a world-class company in the heart of 
Punjab, with the singular belief that we can change the lives 
of the people for the better." Rajinder Gupta, CEO 


Years ago, Barnala was just another fertile land somewhere in 
Punjab. But one man's vision changed all that. 


Today, the foundation of a sprawling Rs.700 crore business enterprise 
lies in the heart and soul of the people here. Creating world-class 
products that cater to the creme-de-la-creme of the global retail 
industry. After all, vision is the art of seeing the invisible. 


Welcome to the world of Trident. 


Where the mind and the heart is ruled by the spirit of knowledge 
and excellence. Where people are driven by one unifying spirit - 
the spirit of enterprise. 


à 


is normal. TRIDENT 


Abhishek Industries Ltd. 


IN VOGUE | FILMS 


SUPRIYA KURANE 


AST week, the British Council held 

a show titled the ‘Indian Diaspora 

Film Festival’ in Mumbai to show- 

case films based on Indian themes 

made by first- or second-genera- 
tion immigrants. Brothers In Trouble, My 
Son The Fanatic, Guru In Seven and a 
rash of 8-12 minute long films played to 
full houses throughout the festival. They 
apparently did just as well earlier in the 
art house circuit in the US. “No one has 
heard of these films in India, but they 
have paved the way for successes like 
Monsoon Wedding,” says festival curator 
and filmmaker Dev Benegal. 

The Mira Nair-directed wedding 
saga was a huge hit in the US last year. 
Called La Boda in Argentina, La Boda del 
Monzon in Spain, Le Ceremonia in Mex- 
ico, and Monsoon Wedding in English- 
speaking countries, the film grossed a 
whopping $35 million around the globe. 
Add to this a dozen odd India-themed 
movies released in mainstream theatres 
across the world over the last two years 
— Bend It Like Beckham, Bollywood Hol- 
lywood, American Desi, Leela, Lagaan, 
Devdas — and you are looking at collec- 
tions of approximately $70 million so far. 

Many such films are in the pipeline 
— Bride And Prejudice, Tandoor, Indira 
and Invaders, among others. Twentieth 
Century Fox is producing its first Hindi 
feature called There Was A Beautiful Girl, 
while Marigold, a US-Indian co-produc- 
tion is being touted as the first Indian 
movie to be made bya US director. Other 
production houses are scouting for the 
perfect crossover script. And enthusias- 
tic writers are doling them out at the 
drop of a hat. “More Indian filmmakers 
are eyeing the foreign markets this year 
than ever before. The turnout of Indian 
filmmakers at the AFM (American Film 
Market) this year was higher than 
ever,” says Ashish Bhatnagar, 

CEO, iDream Production, a 
film production and distri- 
bution company. 


d 








There is no consensus among the 
pundits on what crossover films strictly 
mean. But broadly, Indian crossover cin- 
ema stands for films with an Indian id- 
iom meant for a global audience. 

The concept isnt new. The Mer- 
chant-Ivory duo has experimented with 
it consistently, while films such as Awara 
or Shree 420 have been big hits in the 
erstwhile Soviet Union. But what is dif- 
ferent is the systematic and consistent 
way in which filmmakers are deliber- 
ately targeting global audiences today. 

As urban Indian sensibilities merge 
with global attitudes, it becomes easier 
to make a film that 'crosses over' to the 
West. Plus, today there is a great curiosity 
in the West about India, China and sev- 
eral other countries that attract eco- 
nomic and cultural attention. Crouching 
Tiger Hidden Dragon (Chinese), Life is 
Beautiful (Italian), Padre Amaro (Span- 
ish) and Monsoon Wedding show that 
this curiosity extends to cinema. 

Hollywood is perhaps the best exam- 
ple of the crossover phenomenon. Its 
movies have crossed over to 62 countries 
— from Estonia to Barbados. It now gets 
more than 5096 of its revenues from 
global markets. 

Enthusiastic trend-spotters say that 
Bollywood has now begun to appear in 
Hollywood productions — remember 
the Chamma Chamma number in 
Moulin Rouge? But strictly speaking 
American audiences got their first real 
taste of genuine movie masala, Indian- 
style, with Lagaan. Sony Pictures Clas- 
sics released the film in May 2001 to art- 
house audiences with much critical 
support. Lagaan promised to be the film 
that would lift Bollywood from the cult 
fringes of American pop culture to a 

wider acceptance by 
the Western 


The Perfect Recipe 


(Serves a global audience) 
Ingredients: 
@ SCRIPT: Realistic storylines, light- 
hearted comedies, Indian history, culture 
and mythology. Avoid melodrama. 
@ CAST: Mixed cast of known faces in the 
international markets (like Om Puri and 
Shabana Azmi), or a popular Indian actor 
paired with a foreign actor. 


@ CREW: Indian director and crew aided 
by foreign sensibilities to handle editing, 
and provide assistance with direction. 


@ FINANCE: Raised from the domestic 
market or co-produced with a foreign 
production house. 


@ LOCALES: Preferably exotic Indian. They 
appeal to a foreign audience. 


@ LANGUAGE: English, or subtitled if in 
an Indian regional language. 


@ INTERNATIONAL MUSIC 


Method: 

Take all the ingredients and blend them 
together. Make sure the end result is a 
short and spiffy, technically-perfect film. 
Cooking time: 

Should be shot in no more than three 
months 

Serving suggestions: 

@ Hire international marketing agents. 
@ Hire PR agencies to create excitement. 


@ Work the festivals and film market 
circuits to rope in distributors. 

@ Mainstream release in Los Angeles and 
New York, and then across the US 
and other countries. 









mainstream. But it didn’t. US-based film 
magazine Variety put Sony Classics’ 
grosses on Lagaan at a measly $73,276. 
Even with the Oscar nomination, La- 
gaan's success remained limited to the 
South Asian communities. 

Ditto for Devdas. It premiered at the 
Cannes Film Festival last year where Fo- 
cus Films, an international distributor, 
picked up its international rights, and 
Miramax made an aggressive play for the 
US and UK rights. But no distributor 
came forward. Devdas was ultimately re- 
leased in the US through Eros Entertain- 
ment — the film’s producer, and the 
largest distributor of Indian films glob- 
ally. Showing at Indian-specific theatres 
since July 2002, the film has made over 
$2.2 million in the US so far, and about 
$2.7 million in the UK. Eros has had 
some success in the past with Indian 
themes in the US. American Desi grossed 
over $900,000 and it was No. 26 on Vari- 
etys list of the most successful indepen- 
dents last year. (Lagaan was thirtieth.) 

But what are the chances of films 
with Indian themes appealing to West- 
ern audiences? Pretty good, going by the 
numbers. 

However, this is not a market for the 


faint hearted. “Indian films have only | 


just begun addressing a global audience. 
It has taken 20 years for Chinese films to 
cross Over, we've only been around for 2- 
3 years," explains Vikramjit Roy, man- 
ager (communications), Columbia Tris- 
tar. Adds Rajesh Pant, CEO, Percept H, 






















er. 


Glob 


and the former head of Sony’s film distri- 
bution business in India: “Hollywood 
made sure it had a system for distribu- 
tion, offices across the world and even 
theatre chains to screen its movies 
through MGM and Columbia Tristar.” 
That needs money and marketing mus- 
cle, which take years to build. “Right now 
the international market is like a black 
hole,” says Ajay Shanghavi, executive di- 
rector, Metalight Productions. 

Getting the right international dis- 
tributor requires marketing, hiring pub- 
licists and agents, and creating an overall 
excitement about the film. Filmmakers 
peg these costs to be as much as those of 
making the film itself. Most interna- 
tional distributors of Indian films do a 
makeshift job ofthe release. Lagaan was 
one of the few films that benefited from 
its association with Sony and got a de- 
cent release in the US. 

Other films try and get the attention 
of international studios and distributors 
through a more economical route — the 
festival circuit (Cannes, Milan and 
Toronto film festivals) or the film mar- 
kets (like the AFM). For the first time this 
year, the Confederation of Indian Indus- 
try sent a delegation to the AFM in Santa 
Monica to try and make inroads in the 
global markets. 

Metalight's Shanghavi says that the 
problems start at the scripting stage it- 
self. Rangita Pritish-Nandy, executive 
producer, Pritish-Nandy Communica- 
tions, agrees: "The most important part 
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iences are lapping up films with 





FILMS 


is to get a script that is palatable to inter- 
national audiences. Realistic emotions 
rather than over-hyped melodrama." 
Dramatic comedies, Indian history and 
culture, mythology and immigrant lives 
seem to work. Heavily loaded, slogan- 
shouting themes don't. But directors like 
Dev Benegal are enraged by this forced 
creativity. "How can you make a movie 
based on market research? Monsoon 
Wedding and Bend It Like Beckham 
worked because both directors were 
very close to the subject," he says. 

Others argue that while Monsoon 
Wedding and Bend It Like Beckham are 
bona fide successes, they are not strictly 
crossover, since neither film is an Indian 
production. Monsoon Weddingis largely 
a family melodrama in which musical 
moments remain firmly rooted inside a 
natural world, rather than the fantasti- 
cal, kitschy universe ofthe typical Indian 
film narrative. And a foreign production 
house —The Independent Film Channel 
— financed the movie. Ditto for Bend It 
Like Beckham and The Guru. 

The louder this debate gets, the bet- 
ter itis because more films with a global 
appeal will be produced. But creating a 
global powerhouse — with the systems, 
distribution networks or marketing 
muscle — out of what was so far a cot- 
tage industry will take years. “We are in 
the teething stages, so we are bound to 
make mistakes. The trick is to learn from 
these mistakes and improvise," says 
Shravan Shroff, director, Shringar Cine- 
mas, which has distributed films like Hy- 

derabad Blues and Mr 
and Mrs Iyer. 

The early steps are 
being taken — in scri- 
pting, marketing, distri- 

bution and finance. A 
nation of movie lovers 
will be watching. s 





Indian themes. Aid a whole new genre in 
Indian cinema is emerging 
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. BACKFIRE 
- By Peter Burrows 
. John Wiley & Sons 


: Pages: 304; price: $27.95 
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from the usual pabulum of busi- 
i ness books. It’s a richly delineated 
- portrayal of the rise-and-fall of an 
. American icon (Hewlett-Packard or 


Bion ne is a welcome variation : 


. HP), and a revealing account of the . 
. machinations behind the largest — 


_ technology merger in corporate his- 
. tory — and its ugliest proxy fight. The 
. central figure in this tale is not its 
_ heroine; HP's CEO Carleton ‘Carly’ 
_ Fiorina is almost the villain — but 
. not quite as black as one would 


. expect from a writer who was given : 


. the short shrift by the world's top 
- ranking woman executive. 

: Peter Burrows, who covered tech- 
_ nology for BusinessWeek for nine 
. years and was the principal chroni- 








at HP, writes of the 
companys struggle to 


high-stakes battle 
between Fiorina 
and family scion 
Walter Hewlett 
over how best to 
achieve that goal. 
: For decades, HP was admired 
.. not only for its innovative products 





its egalitarian corporate culture and 


: father-knows-best integrity. Backfire 


_ explains how the company fell on 


: hard times and recounts the back- | 
_ lash that resulted when Fiorina tried ` 


: to impose her salesmanship on the 
. aging icon. Burrows gives a blow-by- 


- blow account of Hewlett's effort to - 


. kill Fiorina’s most controversial move 


. of all — her $19-billion purchase of - 
_ rival Compaq Computer. Fiorina | 
. won by a whisker, after the most | 
. expensive proxy fight in history and a. 


: dramatic lawsuit that accused the 
- company of illegally fixing the vote. 


Burrows clearly brings out the | 


| dangers involved in destroying HP's 


i identity by merging with Compaq. : 
. After all, why would a company with ` 


. asuffering PC division want to buy a 


: PC giant that was suffering even - 
. more, and in a market where con- ` 
. sumers have stopped buying PCs? @ 





MAGAZINE OF THE NEW ECONOMY 


cler of Fiorinas tenure - 


regain its former | 
glory, and of the - 


and soaring stock price, but also for ` 


The Memoirs Of A Comrade 


ner. Like a couple of hundred oth- 

ers, Kelkar ofthe eponymous task- 
force fame, stood for the best part of 
two hours in an overflowing commit- 
tee room at Delhi's India International 
Centre last week as Mohit Sen's A Trav- 
eller and the 
Road 
launched to ful- 


V IAY Kelkar was crushed into a cor- 


some praise. Kelkar was among a | 
clutch of known bookworm bureau- | 
crats, academics and politicians (not | 
_ hand, his admiration for Indira Gandhi 


necessarily readers, much less book- 


worms) who turned up for what was a | 


singular event. 


Singular because as book launches 





WHER 
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OR years, we've been told that 


globalisation may deliver growth | 


but doesn’t help in reducing in- 
equality or poverty — at least not 
over any reasonable time frame. 
The World Bank, too, in recent years has 
said that the decline in poverty has been 
slower in the so-called ‘globalisa- 
tion period’ of the 1980s and 
1990s as com- 
pared to earlier 








in the capital go, it was as much a schol- 
arly affair as a celebrity event, what with 
flashbulbs and TV cameras. It had its 
share of political frisson too. Sen is a for- 
mer leader of the Communist Party of 
India (CPI) who held centrestage at one 
time, especially in the 1970s, when he 

was in the CPT's ex- 


was BOO K LAUNCH ecutive committee. 


That was till the 
CPI went back on its policy of aligning 
with the Congress Party and became its 
critic. Sen refused to recant; on the other 


became excessive, the Emergency 


notwithstanding, earning him the 
odium ofhis erstwhile comrades. 


DID THE 





| on the subject. 


i 
i 
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To say that Bhalla’s conclusions are 


controversial is to put it mildly. Sample 


this: according to the World Bank, poor 
people made up 28% of the world’s pop- 
ulation in 1987 with the level falling to 


| 23% in 1999. Bhalla's results: poor people 
| were 30% of the world's population in 


1987, and in 2000, they were just 1396! 
The World Bank estimates that 

the number of poor people 

in the world was 1.15 bil- 
lion in 1999. Bhalla 


decades when — IMAGINE THERE’S reckons the number 
‘socialist’ policies : NO COUNTRY — was just 650 million 
held sway. Pl rna in 2000. 

Rubbish, says P ded Auri rat His figures for 
Surjit Bhalla. | Prá of Globalization India are even 
Poverty and in- j | more contentious. 
equality, he By Surjit S. Bhalla While the official 


claims, have de- 
clined sharply in 
the globalisation 
era and have de- 
clined more sharply than in 

the earlier decades. This, accord- 

ing to him, is clear proof that policies 
that promote globalisation are the best 





bet for reducing poverty or inequality | 
across the world. As anyone familiar | 
with the debate knows, there are few | 


fields of research in economics more bit- 
terly divided than studies on poverty — 
and it's a brave person who can claim 
that his or her findings are the last word 
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number of those 

below the poverty 

line was estimated at 

26% in 2001, Bhalla 
pares it to half that figure. 

The Delhi-based econo- 

mist's estimates tend to be uniformly 

provocative — even on the issue of in- 

equality. While the World Bank argues 

that such inequality was flat in the late 

1980s and worsened significantly in the 

1990s, Bhalla claims that inequality to- 


| day is at its lowest in the last 50 years. 


So, how does he reach such vastly dif- 


| fering results? There are two broad 
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So it was natural 
that Indira Gandhi's 

— loyal following was 
— 4 Se present in strength 
AEN WES at the book release 
(Arjun Singh, Ma- 

khanlal Fotedar, etc.) while former fi- 
nance minister Manmohan Singh was 
one of the panelists along with bureau- 
crat-turned-ambassador Abid Hussain. 
There was also historian Bipan Chandra 
and academic V.P. Dutt to discuss the 
book, subtitled The Journey of an Indian 
Communist (Rupa & Co.). However, it 
was an old comrade, CPI boss A.B. Bard- 
han, who made the sparks fly by doing a 
Mark Antony on Sen. He said he had 
come to praise, but the praise changed 
to criticism and the criticism to a harsh 
denunciation of Sens political trajectory. 
Much to the discomfiture of some 


‘GLOBALI 


sources for collecting data about in- 
comes and consumption of people. 
These are household surveys and na- 
tional accounts. In recent years, most re- 
searchers have relied exclusively on 
household surveys even though these 
are deeply flawed. Bhalla takes this data 
and makes corrections to it to arrive at 
his conclusions. 

But let us for the moment accept the 
book’s numbers on poverty reduction. 
What does this mean for the link be- 
tween globalisation and poverty? First, 
his statements about global poverty are, 
in effect, statements about poverty in In- 
dia and China, which comprise 40% of 
world’s population. According to the 
book, of the almost 1 billion people who 
moved out of poverty in 
the 1980s and 1990s 
across the world, India 
and China accounted 
for an overwhelming 
934 million! In other 
words, almost all the de- 
cline in poverty has 

















and to the amusement of others, Bard- 
han made jibes at Sen's reverence for In- 
dira Gandhi and termed his version of 
events subjective and simplistic. So 
what else are autobiographies if they are 
not personal, subjective and prone to be 
coloured by one’s perceptions? Bardhan 
has an answer to that. He believes peo- 
ple ought not to write autobiographies; 
there should only be bi- 
ographies! That would in- 
deed have been a pity for 
Sen's has been an interest- 
ing life. In a fluid style 
backed by a phenomenal 
memory, Sen traces his 
journey from the time he 
received his party card 
from Rajani Palme Dutt in 
England to the heady years 
in China and the tumul- 


TRIBHUWAN SHARMA 





been in just two countries. (The actual 
change in the number of poor people is 
less as other regions, notably Africa, 
have become poorer.) 

But are India and China really shin- 
ing examples of globalisation? As other 


Mohit Sen 





economists have pointed out, the higher | 


growth rates in these two countries 


trade (of course, trade liberalisation is 


_ started before the actual liberalisation of 


only one facet of globalisation). And | 


many ofthe most important reasons be- 
hind China's high growth rates in these 
two decades were not connected with 
globalisation per se, but with internal re- 
forms which included agricultural re- 
forms and the rising educational stan- 
dards among the workforce. 

But when globalisa- 
2 tion came along, China 
= was able to take advan- 
: 
a 


leaps and bounds. A 


eral countries, most no- 


SURJIT S. BHALLA is the head of Oxus Research and Investments, a 
Delhi-based economic research, asset management and emerging- 
markets advisory firm. He has taught at the Delhi School of 
Economics and worked at the Rand Corporation, the Brookings 
Institute, Goldman Sachs and the World Bank 


counterpointisthatsev- | 


tably in Latin America, | 
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| 
tuous decades of post-Independence . 


India. The 524 pages are crammed | 
with history's greats — Mao Zedong, 
Jawaharlal Nehru, Liu Shao Qi and 
Zhou Enlai — and a constellation of 
lesser stars from every walk of life. 

Sens elitist background is perhaps 
one reason why the CPI finds it hard to 
brook his critique of Stalinism and the 
Indian communist 
movement. The most 
common gripe being 
where are the masses in 
this account? Where are 
the struggles of the com- 
mon folk? The book may 
be lacking in this but it 
has plenty of something 
else: class. 


LATHA JISHNU 


ED' POOR G0? 


have been textbook cases of globalisa- 
tion but have not fared so well. 

Secondly, contrary to popular belief, 
the 1980s and 1990s were not the first era 
of globalisation. Studies have argued 
that the first big ‘globalisation bang’ 
happened in the 19th century with an 
enormous expansion in world trade due 
to the revolution in transport. For the 
first time in history, prices of the same 
goods across the world began to move in 
tandem and converged. 

What was the evidence on poverty 
then? During those decades, income 
and consumption grew as fast, if not 
faster than in the 1980s and 1990s. Yet 
the decline in poverty for that period was 


| far lower. Why didn't globalisation have 


tage of it and grow in | 





the same effect then, specially since it is 
easiest to reduce poverty when the pro- 
portion of poor people is higher? 

These questions remain unanswered 
in Bhalla’s book, much of which is taken 
up with the problems that surround the 
various sources of statistics on poverty 
and consumption. Although the author 
does his best to make the arguments ac- 


| cessible to lay readers, his book most 


certainly is not a page-turner given the 
preponderance of numbers. But can any 


| book discuss poverty without numbers 


and data? 
Imagine Theres No Country deserves 


| to be read — whichever side of the glob- 


alisation divide youre on. w 
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p c ne C 
SAYING BOO TO VAT 


None of the pieces are in place in the VAT jigsaw puzzle as states are still not prepared for the switchover 





N his Budget speech, the finance minister promised 
VAT (value-added tax) from 1 April 2003. This is a “his- 
toric" step and India will move to a modern indirect tax 
structure "in use in over 120 countries". This list in- 
cludes developing countries like Bangladesh, China, 





Nepal, Pakistan and Sri Lanka. VAT will make the indirect 
tax structure more transparent, reduce cost-cascading ef- 


fects, allow a system of WTO-compliant export incentives | 


and, perhaps, even increase revenue. But what the finance 


ministry means by VAT is different from the rest of the |. 





world’s interpretation. VAT should replace all indirect taxes 
like Central sales tax (CST) and octroi and service sector tax- 
ation should be integrated into VAT. The FM recognises this 
problem, but can't do anything about it. At best, CST may be 
reduced to 2% at some unspecified date during 2003-04. 

This implies that VAT means unification of state-level 
sales tax. Since November 1999, when it called a 
meeting of chief ministers, the government 
has been trying to implement VAT. Thanks 
to that meeting, there were floor rates 
from January 2000 and it was agreed 
that sales tax-based incentives would 
be scrapped. To handle the political 
economy of unifying other rates, an 
empowered committee of nine state 
finance ministers was set up in July 
2000. So there was no reason why we 
shouldn't have had unified sales tax 
from April 2001. But April 2001 became 
April 2002 and then April 2003. Will we 
have this partial VAT from April 2003 now 
that the President has also mentioned this 
deadline in his address to Parliament? 

The principle of five rates seems to have been accepted 
— 0% for essentials, 1% for gold, silver and precious stones, 
arevenue-neutral rate of 12.5% for other goods and 20% for 
liquor and some petroleum products. If 12.596 is a revenue- 
neutral rate, states should not fear revenue losses. Dead- 
lines kept getting extended due to many reasons: the states' 
desire to retain sales tax-based incentives, treatment of CST, 
feared revenue losses and lack of preparedness by states. 
Without progress on these, the April 2003 deadline isn't 
credible. The Centre has agreed to compensate states for 
100% revenue losses in the first year, 75% in the second and 
90% in the third. The formula for compensation is yet un- 
known and no budgetary provision has been made for it. 
What's worse is the decision to standardise the revenue- | 
neutral rate at 12.5% instead of the earlier 10-12.5%, Delhi, | 
for instance, doesn't want to lose its trading advantage by | 











NIRMAL SHARMA 


hiking the rate from 8% (sales tax rate) to 12.5%. 

The government has invited proposals for a VAT infor- 
mation exchange system from April 2003, on BOO (build- 
own-operate) basis. But the feeling that VAT will be given 
the ‘boo’ in April is pretty strong. 

The Confederation of Indian Industry has prepared a re- 
port on state-level preparedness to implement VAT. Its find- 
ings are not encouraging. Some states don't have draft VAT 
bills yet. In others, the drafts are pending with the revenue 
department. Others have not incorporated feedback into 
their final drafts. Final drafts that can go to state assemblies 
exist only for Andhra Pradesh, Delhi, Haryana, Madhya 
Pradesh, Punjab and Karnataka (in MP a VAT Act has actu- 
ally been passed). Those with final drafts can hope to push 
legislation through assemblies in March. But what about 

the others? After you have a VAT Act, you need the Presi- 

dent's assent, which takes time. Then you need to 

notify the VAT Act. The Delhi Rent Control Act 

is an instance of what can go wrong. Even 

after the President's assent it has not 

been notified for five years due to 
trader resistance. 

Once the VAT Act is notified, rules 
must be issued. AP, Bihar, Punjab, 
West Bengal and Karnataka are the 
only states that have drafted rules in 
advance. Others will take more time. 

More time will be lost in allotting regis- 
tration numbers or tax identification 
numbers to dealers. In Meghalaya, Hi- 
machal Pradesh, Nagaland and Tripura, 
state governments have been busy with elec- 

tions. Now they are busy recovering from them; there 
is no time for VAT. Delhi, Rajasthan, MP and Chhattisgarh 
are preparing for the elections. There won't be time for VAT 
and the political one-upmanship has already begun in 
Delhi with fears of price increases (following the hike from 
8% to 12.5%) in an election year. Traders and political 
classes are unhappy with the Delhi Goods Tax Bill, the pro- 
posed VAT law for the capital. Objections like powers of the 
commissioner, treatment of foreign nationals and Saarc cit- 
izens can be solved. But the fundamental issue remains. 

VAT is a jigsaw puzzle. All the pieces have to be in place 
for it to be complete. If one state fails to implement VAT, 
other states will also default on their obligations. Till now, 
only 17 states (AB Goa, Gujarat, Karnataka, Kerala and MP 
among others) seem to be in a position to meet the dead- 
line. Whether this will push back the deadline to April 2004 
or if other states will comply in 2003-04 is still unknown. Bi 
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IP Telephony is here. 


If you don’t choose the right solution, this is where your existing investments will end up. 


In the rapidly changing technology 
environment, dynamic business leadership 
means making careful investments 
and taking the right decisions. After all, 
a wise investment today will decide 
your future tomorrow. Ask our elite group 
of over 1400 customers who chose our 
DEFINITY enterprise communication 
server for their communication 
needs. Today, with IP telephony being a 


reality, these few can take pride in seeing 


their investments reaping them dividends. 

Our solutions bring together the 
efficiency of converged IP networking 
with the reliability, scalability & voice 
quality you have come to expect in voice 
networks. Just experience our cutting- 
edge Enterprise Class IP Solutions 
(ECLIPS), and see them deliver rich 
application, functionality and inter- 
operability. All it will take is a phone call, 


to help you migrate to an economical, 


unified voice/data communication system. 
So help us prepare a sound investment 
decision for you. Do call Anju Williams 
at +91-9810604222, +91-124-5093317 


or email at awilliams@tatatelecom.com. 


TALITA 


TS Les ew 


A TATA & Company 


QUA 
Touch 


- the . 
fi, Perfectio 


25:3 


If the sheer pleasure of driving wasnt enough, 
the Corolla is paeked with features that pamper your every sense. 
Premium leather upholstery. Auto airconditioner. 
Klectronically-operated door mirrors. 6-CD music system. And more. 
Get in to experience real comfort. 


For further information contact Toyota Kirloskar Motor Pvt. Ltd., (Marketing Division): Tel: 080-7287001-39. Fax: 080-7287078/79 CP) TO y OT. . 

















From sleepy little towns to bustling cities to 
crowded metros, more Maruti Suzuki cars are 
bought than all other brands put together. In 
fact, we sell three times as many cars as our 
nearest competitor. 

Widest Range: With 10 models in 53 
variants available, there's a Maruti Suzuki for 
every budget and need. Add the technological 
superiority and complete reliability of our vehicles 
and it's easy to understand why a Maruti Suzuki 
is such a common sight across India. 

Largest Service Network: Five times the 
size of all the others combined and ten times 
bigger than our nearest competitor, our 
nationwide service network includes state-of- 
the-art dealer workshops, authorised service 
stations and Express Highway service points 
along all major highways. So no matter where 
you are, Maruti Suzuki service assistance will 
always be available. Just in case you need it. 

Total Support: Whatever the road you 
travel on, we'll always be there beside you with 
our wide range of services: 24-hour emergency 
back-up, on-the-spot vehicle repairs, towing 
assistance, route assistance and round-the- 
clock call centre access. In over 40 towns 
there's Maruti On-road Service on call for 
emergencies. We've also just introduced the 
concept of fully-equipped Mobile Workshops. 

One-Stop Shop: At Maruti Suzuki 
dealerships, we strive to fulfil all your needs. 
We have Maruti Finance, Maruti Extended 
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MARUTI 
SUZUKI 


Count on us 


Warranty, Maruti Insurance, Maruti TrueValue 
Pre-owned cars, Maruti Genuine Parts, a wide 
range of Maruti Genuine Accessories and N2N 
Fleet Management Services. Yes, we offer you 
all this under our trusted name. Something no 
other company can. 

Lowest Cost of Ownership: The initial 
cost of a car is just a third of what you'll spend 
on it over its lifetime. You spend the remaining 
two-thirds on fuel and maintenance. Not only 
are our cars the most fuel efficient, they also 
cost the least to maintain. And our spares 
aren't just affordable but widely available. 
Indeed, no one can match the sheer value that 
our cars deliver. 

Highest Resale Value: The best indicator 
of a car's true worth is its resale price. The 
superb quality and reliability of Maruti Suzuki 
cars ensure you get the highest resale prices. 
That's why only a Maruti Suzuki can make you 
happy, even when you part with it. 

No.1 in Customer Satisfaction: Its easy 
to keep a few customers happy. But to satisfy 
the high expectations of over 39 lakh car owners 
across India is.a stupendous task. We are the 
only auto market leader in the world to receive 
the No. 1 Nameplate in Customer Satisfaction in 
the J.D. Power Asia Pacific Study. Not once, but 
three times in a row. For us it is a reaffirmation of 
our core belief - that we exist only for you. 

So when it comes to cars, think Maruti Suzuki. 

Because leadership has its advantages. 


> MARUTI 
MS SUZUKI 








Sales No.1 
Customer Satisfaction No.1 
Service No.1 





Economy (Total cost of ownership) No.1 


Spares 


No.1 


Log on to MARUTIUDYOG.COM 
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New strikes will 
double supply 
In 156 weeks 


WHAT IT WILL THIS RESHAPE INDIA’S ENERGY ECONOMY? 


HOW WILL THE POLITICS OF PIPELINES PLAY OUT: 


FOR INDIA 
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2002 Study based on a total of 3,181 consumer responses 


anything about Maruti. Anytime. Call 1600 11 1515 > Anytime MARUTI (Service available in Delhi, Gurgaon, Chennai Bangalore. Mumba: and Hyder 
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hp 4100 mfp 

ideal for 

* Medium to heavy usage 

* Distributed workgroups of 

upto 15-50 people 

* Copy, print, scan-to-email 

* Networked offices/environment 


Speed 25 cpm 
Duty cycle 1,50,000 pages/month 


Rs. 1,75,000/- onwards ** 


*estimated street price 
**hp list price 


Copy 25 pages per minute with 


HP 4100 mfp 


Tel: 9628 123 123 in Delhi & NCR, Mumbai & Bangalore. 


1600 444 999 (Toll free 
or email: in.contact@hp.com 


2 e 


) from other cities 


C XQ www.hp.com/n - for products, offers, nearest reseller. 


Also available in the same digital copier family 





hp 3300 mfp 

Ideal for 

e Entry level and low usage 

« With 3-5 people user set-up 

* Copying, printing and scanning 
* Best for CEOs and professionals 


Speed 15 cpm 
Duty cycle 10,000 pages/month 


Rs. 36,000/- onwards* 





hp 9000 mfp 
Ideal for 

* Heavy usage/print room applications 
* For user group of 50 more people 

* Copy, print, scan-to-email 

+ Networked offices/environment 


Speed 50 cpm 
Duty cycle 3,00,000 pages/month 


Rs. 8,45,000/- onwards** 


hp 


invent 





SAMSUNG DIGITa] 


everyone's invited. 


BOOST 


PC PERFORMANCE BY 


300% 


WITH THREE SIMPLE - 
SAMSUNG STEPS 


Bring in the latest technology monitor today. 

* 17"gives the ideal internet viewing experience. 
* Latest technology for sharper & brighter images. 
* Big screen - ideal for multimedia. 

* Less eye strain due to negligible flicker. 

* World's most popular 17" monitor 


TURBO UPGRADE TO A 3-IN-1 CD WRITER COMBO 


Bring home the complete digital experience, 
* Burn and share music (MP3 & Audio CDs). 
* Share your photo albums. 
* Toke data back-ups at home. 
* Upgrade your PC into a full home theatre. 
* World's only 3-in-1 drive 

CD ROM + DVD ROM + CD Writer. 


TURBO UPGRADE TO 40 GB 7200 RPM HARD DISK DRIVE 


Boost the performance of your PC. 


* Faster data access speed of Samsung 
7200 rpm. 


NO Enjoy streaming video and digital sound. 
AN T9 $ | Ultra high capacity with Samsung 40 GB. 
Only HDD with FREE 3 years warranty. 
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SyncMaster 753S 17" PC Monitor Rs. 8500 Rs 59993 year 14/15" SVGA Color Monitor 
SM 332 CDRW Combo R6500 Rs.4299 1year 24X & above speed CD ROM Drive 
40GB 7200rpm HDD Rs. 6500 Rs. 3499 3year 2GB or above HDD 


Offer closes on March 31 , 2003 "Each of the above must be in a working condition 


Conditions apply. Products also available without this offer. 


cau 1600-114433** TOLL-FREE / 011-5 
OR CONTACT YOUR NEAREST SYSTEM BUILDER/PC ASSE www.sa 
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NOTHING NEW 


WHAT Narayana 











big deal. After all, 


company globally. 


K.D. SINGH, Chandigarh 


@ Narayana Murthy has been aptly 
identified as a ‘power player’. Let's ac- 
knowledge his role in conceptualis- 
ing and building India’s most recog- 
nised corporation. But what is 
alarming is that he suddenly gave up 
the CEO's position at Infosys Tech- 
nologies, only to become the ‘larger 
than life’ chief mentor. From the cor- 
porate governance standpoint, this 
must be carefully examined. What 














THE TAX GOLLECTOR COMETH 


The story ‘Rich And Tax-Free’ (BW, 3 
March) made for very interesting read- 


ing. It really brought out the anger and | 


anguish of the genuine taxpayer, espe- 


cially the salaried class. Every income tax . 


officer must be given an individual tar- 
get every year to identify all evaders and 
make them pay their outstanding dues. 
That perhaps would clean the mess to 
some extent. 

S. MAHEISH 

Chennai 


ABILITY COUNTS 


All the people you have identified as the 
heir-apparents who never got crowned 
were only pretending to be heirs to the 
throne (‘Heir Today, Gone Tomorrow, 
BW. 10 March). They had misconcep- 
tions about their capabilities and 
thought that the companies they 
worked for would fail if they left. These 
people are nowhere now. Look at Preet 
Bedi. He left Lowe because he wasn't 
given the top job. Bedi fell flat within 
months of joining TBWA Anthem. He 
just couldn't perform according to the 
desired standards at the new agency. 
The current crop of agency heads like 


Murthy is doing is no 


every big industrialist 
tries to establish his 














Businessworld 
Reinventing 


Dag gg 
E a aa 





are the chief mentor’s responsibili- 
ties? Is he supposed to hog the lime- 
light with no ‘executive position’ to 
speak of? In case organisational per- 
formance takes a tumble, will he stay 
safe while others face the flak? In- 
fosys, which has had an impeccable 
record till now, must make this clear 
to its shareholders. 

ANIL GANGWAL 

Mumbai 






Ranjan Kapoor and Mike Khanna are 
worth their weight in gold. I agree with 
Piyush Pandey when he says that it is id- 
iotic to put an age limit on ability. 
JATINDER SETHI 

Gurgaon 


METALJUNCTION CLARIFIES 


In ‘Netting More Steel’ (BW, 17 March), a 
quote attributed to MetalJunction CEO 
and managing director Viresh Oberoi 
says: “Ispat would be keen to do busi- 
ness with this portal because of access to 
the databases of SAIL and Tata Steel.” 
We would like to clarify that we don't 
reveal the databases of our clients to oth- 
ers. MetalJunction has created its own 
proprietary databases of buyers and 
suppliers through its network of execu- 
tives situated all over the country. 
Second, prices obtained by our 
clients for their respective auctions and 
reverse auctions are confidential and are 
not shared with others. 
LINUS LOBO 
Head (marketing and content), 
Metaljunction.com 





Letters can also be sent to 
editor@bworldmail.com 
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P M COVER STORY 


o Gas! It's Here! 


A couple of big gas strikes off the Andhra Pradesh 
coast could transform the energy map of India. 
More discoveries are expected to double the gas 
supply in the next four years. This will help 
reduce India’s dependence on imports and 
catalyse industrial activity. Already, a network of 
pipelines are being planned to cover the country. 
Bulk users like power and fertiliser plants are 
being actively wooed. But can lack of demand 
play the spoilsport? 


GULF CRISIS LEAD STORIES 


THE 
e OThey Came © New Designs 
To Baghdad Should India invest in new drug 


discovery even though it will 
As the Anglo-American | take at least 10 years before the 
alliance started | first results are visible? 


bombing Baghdad, war | | 
© Bitter Harvest 





















worries shook the 
world. How would the 





oil prices be affected? A study published in 
What would be the Science that says 
repercussions for a country like India? | Monsantos Bt cotton 


improves yield has sparked 
off fresh controversy. 


Businessworld spoke to defence strategists and 
economists to find out. 








6 LETTERS TO THE EDITOR ECONOMY & POLITICS 
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76 EDITORIAL | 22 ECONOMICS 2.0 Realities have 
changed, but the exchange rate is 
| N T H E N F W S | still managed with the interests of 
exporters and producers in mind. 
17 BASIC SERVICES BSNL learns from its cellular | 
phone services; offers three tariff options to sub- | 24 FINANCE MINISTRY J aswan 
scribers ofits basic services. | Singh wantsa media cellin the fi- 
| nance ministry. If he gets it, he 
18 BANGALORE The Bangalore city corporation re- could set a precedent for other 
leases its finances to the public; invites questions. media-savvy ministers. Jaswant Singh 
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BUSINESS 


30 TELECOM Now that Arun 
Shourie has failed to break 
the stalemate between the 
cellular and WLL operators, 
what are the options before 
the industry? 


BANCASSURANCE Private 
insurers have found a neat 
new marketing channel. 


44 PREVENTIVE HEALTHCARE As more and more 
middle- and high-income classes become health 
conscious, hospital chains discover a lucrative 
business opportunity. 


46 SASKEN Should Sasken Communication 
Technologies continue to bet on products and the 
intellectual property business, even as it changes its 
focus to services? 


TECHNOLOGY 


58 V-REPS The next time you 
call your credit card compa- 
ny's customer care division, 
listen carefully to the voice at 
the other end. The polite 
voice you hear could well 
belong to a V-rep. 


THAT'S IT: MALA BHARGAVA When the 
cellphone was invented, people were happy enough 
to be connected anytime, anywhere. But today, they 
expect more from the mobile than just connectivity. 


E-SOURCING B2B in the virtual marketplace is fi- 
nally happening. The online charge has come, 
thanks to major strategy shifts by vendors in the 
e-procurement space. Given the cost and benefits, 
this e-procurement trend is sure to catch on. 


BOOKS 


KNOWLEDGE ON KNOWLEDGE A collection of re- 
search papers on the knowledge economy in India 
makes for heavy reading, but it is a must for anyone 
keen on knowing more about the Indian infotech in- 
dustry's success story. 
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The War Begins 


S I sit down to write this 
Ax the US war against 

Iraq has just commenced. 
How long will it drag on? What ef- 
fect will it have on the world 
economy? Will the war spread to 
engulf other countries in the re- 
gion? What will the war do to the 
price of oil? How will India be af- 
fected if the war continues for 
long? These are the questions in 
everybody's minds. 


Busi 


New stri 
10 IDIO « 


Deputy editor D.N. Mukerjea and senior assistant editor 
Manish Khanduri talked to defence strategists, Gulf watch- 
ers, economists and businessmen to try and answer those 


questions. Their conclusion: a short, sharp war will proba- - 


bly leave India unaffected. But if the war drags on... 


The Indian economy is vulnerable to any prolonged conflict 
in the Gulf because almost all the oil used by the country is 
imported. Can the string of spectacular gas strikes that have 
grabbed the headlines in the past six months actually help 
reduce Indias dependence on imported oil? The gas strikes 
are certainly making energy experts and policymakers take 
arelook at the energy economics of the country. 


It isnt just that these new discoveries have improved India's 
energy security. Just as ONGC's gigantic Bassein gas strike 
and the resultant HBJ pipeline catalysed massive industrial 
activity across six states in the 1980s, these recent gas strikes 
could bring similar hope for states in the eastern coast, par- 
ticularly Andhra Pradesh. 


But assistant editor Ranju Sarkar, who led the story along 
with assistant editor Anup Jayaram, says there are many 
hurdles to be crossed before the gas can be used produc- 
tively. "If it is not handled effectively, it could end up short- 
circuiting the future of our nascent gas economy," says 
Ranju. The government is yet to announce a clear pipeline 
policy or even set up a regulator to handle the downstream 
activities. Besides, as the story points out, unless power sec- 
tor reforms are pushed through, we could be in the piquant 
situation of having big gas reserves, but no real takers! 


esf. 


(AVEEK SARKAR) 
CHIEF EDITOR 
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Duration 


OW long will the war 
last? Experts project 
three likely scenarios: 

One to six weeks 
(probability high): Iraqi air 
force taken out quickly; low 
intensity land war. 

Six to twelve weeks 
(probability medium): Iraqi 
air force and army fight 
back; protracted street 
battles in few towns. 

Three to six months 
(probability low): Iraqi 
forces resist fiercely; 
intense street battles; Iraq 


Oil 
I: may not be so bad after 
all. Oil prices fell to $28 
per barrel on the first day 
of war. If the war finishes 
quickly, prices may fall 
even further. In case the 
war prolongs, it is possible 
that oil prices will rise 
slightly. Interestingly, Iraq 
has the second highest 
reserves of oil after Saudi 
Arabia; some experts argue 
its reserves are more than 
Saudi's. Iraqi oil is also the 
cheapest to lift. In the long 
term, Iraqi oil, under 
Western auspices, could 
force prices down. Good 
news for India, one of the 
world's largest importers. 





JATINDER SINGH 





—— 





P, up and up. Stock- 

markets over the 
world, including Asia, 
closed higher on the first 
day of war. Some even saw 
their highest gains in mon- 
ths. It was mainly due to 
the end of uncertainty, ex- 
pectations of a short war 
and easing of oil prices. But 
don't expect a sustained 
rally. Historically, markets 
do not react so much to war 
as overall economic condi- 
tions. The Korean War and 
the Cuban missile crisis wit- 
nessed rising US markets as 
the economy was booming. 
In the 1991 Gulf War, US 
markets fell because of a 


AR IN IRAQ 


WHAT IT MEANS FOR INDIA 


Aftermath 


HE United Nations esti- 

mates a $30-billion out- 
lay for rebuilding Iraq once 
the war is over. And this is 
just the cost of repairing 
war damage. Due to sanc- 
tions Iraq has been able to 
make only minimal invest- 
ments in infrastructure in 
the last 10 years. 

The US Agency for 
International Development 
is already inviting American 
contractors to tender for a 
$900-million contract to 
manage reconstruction 
work. It is likely that the US — 
will want India to play an 
active role in rebuilding 
Iraq. Are industry 
associations in India alive 
to the opportunity? 








KARIM SAHIB / AFP 
DILEEP PRAKASH 


attacks US and allies. weak global economy. 


THE COST OF WAGING WAR 


e Even if none of Iraq's | € The white House Association, Says that since | e India is among the 
1,600 oil wells is set ablaze, | estimates that the war and | 9/11, US airlines have lost | world's top oil importers. It 
the cost of modernising | first year of reconstruction $18 billion. The most likely | imports 70% of its petroleum 
them may exceed $4.4 may cost $139 billion scenario projects 2003 consumption. About 60% — 


billion in the first two years losses of $10.7 billion, the | of imports come from 
alone. If set on fire, that cost | € US airlines trade body, | loss of 2,200 daily flights | countries in or near the 
and 70,000 jobs war zone 


may double the Air Transport 
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INDIANS IN THE MIDDLE EAST 


UAE 

Saudi Arabia 
Israel 

Iran 

Iraq Sa 

Kuwait M 
Oman 
Yemen 
Syria 
Jordan 
Bahrain 
Qatar 
Lebanon 
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India’s total export 
(2001 2001) 
Rs 209,018 cr 
This graphic show 
key pressure points 
India in the war: India 
population distribution 
the Middle East. main . 
Shipping lanes (dotte ae 
lines), air routes (yellow : 

arrow), and export 
destinations (red arrows). 
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The Middle East , ipping industry expects no adverse reactions from the war 
accounts for almost 10% hree key western routes. At the time of going to press, Š 
of India's exports. insurance rates for Indian shipping remained unchanged and the 
Moreover, almost 35% of Persian Gulf route was still open. 

our total exports goes d Air India and Indian Airlines face losses of Rs 110 crore on termination |: 
through Western ports of around 28 flights, increased flight times (80 to 150 minutes) to E 
and a significant part of and from Europe/ US. Fares may be hiked by around 10%. 


‘ Government sources say that a long war would be "disastrous". - 
this passes through the y J s 


Suez Canal. Source: Biswajit Nag, Indian Institute of Foreign Trade 
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N the morning of 20 March, as Indians 
were getting ready to start their day, 
the first Tomahawk missiles struck 
Baghdad. US military analysts said 
those first raids were against targets of 
opportunity, jargon for Saddam and 
his chums. The logic, decapitate Iraq in 
a lucky strike and bring about a 
smooth change of regime. At the Indian prime minister's 
residence in Delhi, an emergency meeting was called to de- 
cide India's response. Those present included deputy 
prime minister L.K Advani, finance minister Jaswant Singh, 
and external affairs minister Yashwant Sinha. The much 
anticipated, much debated and very controversial Anglo- 
American attack on Saddam Hussein had begun. 

In history, this date has witnessed the start of several 
events that have ended in death and destruction. On 20 
March 1345, the planets Mars, Jupiter and Saturn were in 
conjunction with Aquarius. Astrologers who saw this as an 
omen claimed it brought on the bubonic plague. Centuries 
later, on 20 March 1815, Napoleon returned to Paris from 
Elba and made a last stab at dominating Europe, a bid that 
ended in Waterloo three months later. What will 20 March 
2003 bring for the world and more specifically for India? 

India's interests lie broadly in three areas — economy 
and oil prices, political stability in the Middle East anda 
role in rebuilding Iraq. Much will depend on how long the 
war lasts. Former army chief V.P Malik expects Baghdad to 
fall in a week. “In case Saddam engages in a defence of 
Baghdad, then | expect the war to last around four weeks, 
but not more," he says. 

A short war will not cause a flutter in oil prices. Today, 
Iraq produces 2 million barrels per day (mbpd). If that sup- 
ply were to be disrupted, there is enough spare capacity 
sloshing around to hold prices. The International Energy 
Agency (IEA) has reserves of four billion barrels. OPEC is 
sitting on 5 mbpd of spare capacity. Fadhil J. Chalabi, direc- 
tor of Centre for Global Energy Studies (CGES), a London- 
based think-tank, says that even if Saddam sets fire to Iraqi 
oil fields, he doesn't expect prices to spike very much. "In 
such an instance, | don't see prices rising to more than $40 
per barrel," he says. Chalabi, who was acting secretary-gen- 
eral to OPEC in the mid-1980s, was earlier a high-ranking 
official in the Iraqi ministry of oil. 

Given that, like India, the US, too, imports large quanti- 
ties of oil (some 10 mbpd), a short and decisive war will 
help it as much as India. In fact, the global oil markets are 
bullish that the war will be short and the benchmark Brent 
crude is down to $28 per barrel. But what if the war is long? 

There are several doomsday scenarios. What if Iraq lobs 
a missile towards Israel, which retaliates and all of Middle 
East is aflame? What if Iraq destroys the Saudi and Kuwaiti 
oil fields? What if Saddam, realising that his end is near, 
detonates biological or chemical weapons in the area? 

It's difficult to assess what will happen if everything spi- 
ns out of control. But, even if the dire predictions (chemi- 
cal warfare, etc.) do not play out, a war that just goes on, say 
beyond four to six weeks, can hurt India. Ficci estimates it 
will pull India’s industrial growth to 2.5%, ratchet up infla- 
tion levels, drive oil prices up and so on. According to Inter- 
national Monetary Fund ballparks, the first round impact 
of oil price hike is pretty harsh — a $10 per barrel rise sus- 
tained over a year reduces the gross global GDP by 0.6%. 





CHRIS THAMANN / AFP 


20 March 2003: 
A fireball 
illuminates the 
horizon after an 


explosion on the 


Baghdad skyline. 
Jets roar 


overhead as US 
bombs and 
cruise missiles 


hit Baghdad. 
Gulf War Il has 


just begun 
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19 March 2003: The militar 
might of the Americans on 


display. The flight deck crew 


on board the aircraft carrier 
USS Theodore Roosevelt, 


which has been deployed in 
Operation Enduring Freedom, 
gets ready for D-day 
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Source: Centre for Global Energy Studies, London: March repot — Iraq as the Middle East's Yugoslavia. But 
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And the impact on oil importers such as India is higher 
than the average. Again, given that 10% of our exports are 
to the Middle East, a long war can cause trade imbalances, 
besides raising freight rates, reducing tourist arrivals, etc. 
Says Biswajit Nag, assistant professor at the Indian Institute 
of Foreign Trade: “Almost 35% of our total exports go 
through Western ports and significant parts th rough the 
Suez Canal. During war, there will be a lot of disturbance.” 

In an article in World Today, Vincent Cable, former chief 
economist at Shell and Britain's shadow secretary of state 
for trade, argues that much will depend on how the war is 
funded — and uncertainties over its f nancing could "easily 
precipitate a collapse of external and in- 
ternal confidence in the US economy”, 
In a globalised economy, this could ad- 
versely affect us. 


undeep Waslekar of Strategic Fore- 

sight Group feels that it’s not the 

war, but what happens next in the 
socio-political context that should 
worry India. “There are over 10 million 
unemployed youth between the ages of 
15 and 35 in Iraq, Iran, Saudi Arabia, 
Pakistan and Afghanistan; events like 
this can easily inflame their passions." 

Moreover, Iraq itself could undergo 

upheaval due to tension among the 
Shias, the Sunnis and the Kurds in the 
country. One commentator describes 






ARPIT SHARMA 


it may be Saudi Arabia where unrest 
could be most troubling. Given that post Saddam, Iraqi oil, 
which is available in plenty and for as little as $1 a barrel 
will be flowing, experts believe that the Saudi influence in 
the region will diminish. Iraqi oil could also reduce oil 
prices globally. Today, revenues from oil account for almost 
8076 of Saudi's fiscal revenues, Saudi per capita incomes 
have fallen by more than 6095 since the 1980s, and disparity 
in incomes are rising. So, any further jolt could inflame 
opinion on streets further. Remember. except in Israel, the 
US isnt terribly popular with the common man anywhere 
else in that region. The bottomline: political stability in the 
Middle East is still a long way off. 

The Anglo-US alliance hopes that after toppling Sad- 
dam, it will be able to build a model Arab State, maybe even 
a democratic one, that will run on oil. That may take some 
time; in the interim, rebuilding Iraq could fetch India hefty 
dividends if it plays its cards right. Chalabi estimates that it 
could cost $5billion-6 billion to get Iraq's oil infrastructure 
to pre-1990 levels of production (3.5 mbpd) alone. 

There are indications that the US is keen on India (a 
democracy, it has existing links with Iraq) playing a part in 
this reconstruction. Therefore, Indian outfits, especially in 
IT and infrastructure, can find business there. However, 
much will also depend on how the government reacts to a 
war that hasn't been sanctioned by the United Nations. 

On 20 March, the BSE Sensex closed 72 points higher 
on the back of expectations of a short war followed by re- 
construction activity in Iraq. The first reaction of the mar 
kets need not be right. But this time round everyone is hop 


ing the bourses know something that they don't. 
D.N. MUKERIEA & MANISH KHANDURI 
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Exploring the strange relationship between shaving and sex. 


Folklore has it that gentlemen of standing can't 


get one thing off their minds. 


The observant might agree that while the 
above-mentioned gents are ruminating in the 
implied manner, they display certain sub- 


conscious gestures. 


Like shaking a well-heeled boot-toe. Or 
running a set of manicured fingers through the 


hair. Or stroking a smooth cheek. 


Lovingly. 


In fact, it's this stroking of a smooth cheek that 
appears to reign supreme among all the psycho- 


sexual, subliminal expressions of desire. 


Being makers of shaving systems, it got us 
thinking. 


And the more we thought, the more we 
marveled! At the realization that the two 
apparently discrete phenomena are inter- 
related in more ways than one would have 


dared to imagine. 


We decided to take this idea further. Into oak- 
paneled chambers, into chauffeur-driven 


automobiles, into golf carts and so on. 


And the occupants of these time-honoured 
symbols of nobility, had, in their generosity, 


ample light to throw on the subject. 


It turned out to be a healthy debate. 


And just as every healthy debate always has a 


pro and an anti, we got a variety of viewpoints. 


Here are a few of the choicest arguments, for 


and against the motion. 


8 reasons why a shave is just like sex: 


1. For beginners, it's curiously exciting. For 
veterans, it could be a habitual grind. 

2. Frequency is directly proportional to sense of 
well-being. Once a day is good. Twice a day, 
still better. 

3. Patience is a virtue. Preparation for the act 
is as important as the act itself. 

4. If all goes smoothly, you look forward to the 


next time. 











= 5. It begins to show on your face when you 
haven't done it for a while. 

| 6. It's common perception, albeit sexist, that - | 
B men need it more than women. 

7. Taking a nice relaxing hot shower 

... beforehand helps. 

| 8. Soft and light strokes are the key to 


_ Satisfying results, not brute force. 


u 8 reasons why a shave is not like sex: 


1. You're not considered a pervert when you 
look in the mirror while shaving. 

2. You probably wouldn't mind if someone 
watched you while you shaved. 

3. The quicker the shave, the happier you feel. 

4. You can have a second shave right 


away, if you aren't satisfied with the first. 


E 5 You usually don't shave on long weekends. 


6. Men in general don't roll over and start 
Snoring after having a shave. 

7. Women in general aren't overcome with a 
great urge to talk nonsense after shaving. 

8. It's socially acceptable to get a shave from 


the barber. 


www.supermaxworld.com 














Having said all that, let's hasten to add that not i: 


enough has been said on the subject. 


The debate still continues - is a shav 


is it not? 


You may wish to ponder upon this b 
yourself, should you find it in 


stimulating. 


d 4i 


SHAVING ACCESSORIES AND TOIMETA ES 
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SECOND THOUGHTS 


Paradise lost, 
says Milton 


OW would you react to a statement 

like this? “Insider trading is the most 
effective means of making sure a com- 
pany that does the wrong thing is pe- 
nalised for doing so.” Dismiss it as an- 
other attempt by insider traders to justify 
their black deeds? 

The man responsible for this heretical 
thought is not an Ivan Boesky or a Ketan 
Parekh, but one of the most influential 
economists of our times — Milton Fried- 
man. In an interview with CNBC, Fried- 
man said: “One of the reasons we have 
gotten... Enron is because we've been in- 
creasingly outlawing insider trading.” 


There are two ways to expose organised 
fraud. Whistle-blowers can do it, but they 
have little incentive to risk their jobs. Else, 
insiders can alert the markets by selling 
stock. “You want more insider trading, not 
less. You want to give the people most 
likely to have knowledge about deficien- 
cies of the company an incentive to make 
the public aware of that,” says Friedman. 
If Friedman's heresy is accepted by the 
church, you can expect this. Sebi will set 
up a committee to bring back insider trad- 
ing. Cll will have a seminar on how China 
gets more investment as it promotes insi- 
der trading. Bombay Stock Exchange will 
get a Best Practices award. And journalists 
will say they buy and sell on inside infor- 
mation to protect others. Amen! a 
NIRANJAN RAJADHYAKSHA 
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Top domestic 
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Average 
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MOBILE WARS 


Cyberslander 





ELIANCE Infocomm has an 
e-adversary now. Electronic 


mailboxes across India have | 


been flooded with two anti- 
IndiaMobile (Reliance's 


| WLL-CDMA service) files. The first, a 25- 


slide PowerPoint presentation bearing 
the Hutch logo, is titled 'Breaking the Re- 
liance Myth’. It unveils what it calls ‘The 
Big Reliance Bluff’. And the second, ti- 
tled 'Is this making you as dizzy as this 
slide?, tears apart most claims of the In- 
diaMobile campaigns. 

When questioned about the emails, 
Hutchison officials stated that Hutchi- 
son had nothing to do with them. A top 
Hutch official said: "Anyone can send a 
mail using our logo." 

It would be difficult to establish 
where the emails originated. But the 
telecom wars are getting nastier. And, for 


_ Hutchison officials deny they have 
. anything to do with this presentation 


the first time, the battle has shifted fror 
high-profile campaigns and intensiv 
lobbying with the government to som 
backstabbing. 

The first presentation says the tote 
cost ofa three-year IndiaMobile connec 
tion is Rs 24,600. This includes one-tim 
fees of Rs 3,000, 36 pre-paid cheques o 
Rs 600 totalling Rs 21,600 as advanc 
monthly rentals and the cost of a hand 


The Big Reliance eui 


1 eap =“ 
.Reliance i$. $° ji 


gem Re 
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O you are worried that the job 
market is not picking up too well. So 
the rest of the world is worried 
about the ongoing war in Iraq. But 
for the Indian Institutes of 

Management (IIMs), it is smooth sailing this 





year as far as placements are concerned. Four | 


(Ahmedabad, Bangalore, Calcutta and 
Lucknow) of the six IIMs reported 10096 
placements. 

What's interesting this year is the number 
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set. Deduct Rs 7,600 for the handset 
(which is what, the presentation says, 
the handset will cost soon, as against the 
Rs 10,500 that Reliance is charging), you 
end up paying Rs 17,000 for 14,400 min- 
utes of talktime — 400 minutes a month. 
So, you pay Rs 1.18 per minute and not 
40 paise as Reliance claims. 

The second presentation is based on 
the LG Monochrome RD 2030 phone. It 
says that nobody answers Reliance’s cus- 
tomer care number, that SMS is possible 
only to Reliance subscribers, and that to 
watch a four-minute video, one has to be 
logged on for five minutes. After which 
the phone and battery turn hot. 

The idea, of course, is to influence 
the subscriber's decision even before he 
or she thinks of subscribing to a rival's 
service. Given the high stakes involved 
in the market that is galloping at nearly 
70% annually, it could well be a strategy 
to pit two major telecom players in a bat- 
tle and disengage their attention from 
the market. 

So does all this make life more diffi- 
cult for Reliance Infocomm? Not quite! 
Reliance has already signed up 9.6 lakh 
subscribers — 1.5 lakh in Delhi alone, 
the country's biggest mobile market. $ 

ANUP JAY ARAM 
















of lateral (higher placements within the 
organisation that the student was working in 
before the MBA) and pre-placement offers 
(PPOs) made. IIM-Bangalore, for instance, 
introduced lateral placement offers just last 
year. This year, lateral placement offers 
accounted for 25 out of the 232 offers made. 
IIM-Lucknow, which had just nine 
PPOs last year, reported 30 this year. 
| In IIM-Calcutta, of a total of 297 

|! offers made, 54 were lateral and 25 
were PPOs. Here, over 
50% of the jobs offered 
as lateral placements 
were in general 
management and 
consulting. 

ICICI Bank clearly 
stood out across Ahmedabad, 
Bangalore and Calcutta as the 
top recruiter with a total of 53 
offers. In IM-Ahmedabad, com- 
mercial banking emerged as the 
largest recruiter, with well over a 
quarter of total placements. 

And what about salaries? See 
the chart alongside. 

Let's hope the good spell con- 
tinues — here and in the rest of 
the job market. = 
AVINASH CELESTINE 


Photographs: SANGIT KUNDU & Graphics: ARPIT SHARMA 


NDIAS largest telecom ope rator 
BSNL is migrating leami g 













CellOne, to its bread and at ( 
business of basic ts tel el leco 








basic service operators were yet to es their customers m angtá | is fd 
of course, in the WLL services). BSNL is now believed to be offering a a bou uqu uet li ERN 
three tariff rates for the basic services. So, you could opt for a Rs 500 ) scheme u un | id M 
which you will pay a minimum of Rs 500 with a certain number of calis free. Q Or 
already been filed with the Telecom lion) Authority of India for Md 

BSNL also plans to offer different rates for calls for different areas. Heavy callers 

may be able to opt for a plan that suits their needs. So a Delhi-Mumbai cali 
could be priced differently from a Delhi-Bangalore call. BSNUs 
new initiatives are aimed at containing the customer 
migration to private basic 
operators that are 
now beginning to 
strike root. The bot- 
tomline: as usual, it 
gets even better for 
the subscriber. 





AJ 
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LG 
in the 
freezer 





and Godrej filed two 
E petitions with the 
Monopolies and Restrictive 
Trade Commission alleging 
that LG Electronics was 
misleading consumers by 
overstating the capacities 
of its frost-free refrigera- 
tors. Now, Varshaben 
Purohit from Ahmedabad, 
who purchased LG's 230- 
litre frost-free refrigerator 
on 3 July 2002, is saying 
the same thing. Suspicious 
about its actual capacity, 
Purohit had approached 
one of India's largest con- 
sumer organisations, 
. Consumer Education and 
Research Society (CERS), 
Ahmedabad. CERS tested 
the 230-, 250- and 280- 
litre LG refrigerators and 
found their capacities to be 
lower by 10.87%, 11.20% 
and 11.37%, respectively. 
The CERS, along with 
Purohit, has approached 
the National Consumer 
Disputes Redressal Commi- 
ssion at New Delhi claim- 
ing Rs 11 crore of unjust 
enrichment by LG. The 
commission has admitted 
the suit. If LG loses, it may 
have to refund the amount 
to all customers. E 
VIKAS DHOOT 


i N June 2002, Whirlpool 


MOSCHIP 


Rising values 


YDERABAD-based Moschip, 
India’s only fabless full chip ven- 
dor, has acquired Santa Clara- 
based Verasity in a total stock 
swap deal. Gary Kennedy, pre- 
senton the boards of both the companies, was 
the dealmaker. PricewaterhouseCoopers has 
valued Verasity at $4.01 million. 

Interestingly, Verasity is much higher than 
Moschip in the semicondu- 
ctor value chain. The 15- 
month-old Verasity is a sys- 
tem-on-chip (SOC) firm. An 
SOC can integrate functions 
of a full system on a single 
chip. “The dream of every 
semiconductor company is 
to become an SOC,” says 
Moschip CEO Ram Reddy. 

Moschip now gains a 
whole new market. In three 
months, Moschip will start 
rolling out eight chips for 
peripherals and consumer 
electronics. Verasity’s prod- 
ucts — VSP 1000 and VSP 
8139 — are aimed at Inter- 
net security, a market 











Moschip does not cater to. The Internet secu- 
rity chip is a $26-billion market. While Intel 
and Broadcom sell 5 GHz $200 chips in the 
high-end market, Verasity's $5-25 chips are fo- 
cussed on last-mile Net access. They go into 
virtual-private-network boxes of Cisco, Sonic, 
NEC, Lucent, Dlink and others. 

That's not all. Post 9-11, security is critical. 
Microsoft's initiative, Palladium, seeks to pro- 
vide greater security to 
users. So, “...every mother- 
board (needs) to have a 
standalone security chip", 
says Reddy. These chips will 
have to be priced at $5 or 
less. "There are 40 million- 
50 million PCs sold each 
year; we are talking of reven- 
ues of $250 million," Reddy 
says. So, Verasity's three fou- 
nders will stay on for three 
years. Moschip will close 
2003 with a turnover of $2 
million, but hopes to reach 
$13 million by March 2004, 
of which $4 million will 
come from Verasity. m 

MITU JAYASHANKAR 


B.K. RAMESH 


BANGALORE 


Accountability 


ATURDAY, 15 March, saw an unusual presentation. Bangalore Mahanagar Palike, the 

city corporation, opened its finances to the public. Held at the Infosys campus, it was 
the result of a campaign, Proof (public record of operations and finance). The corpora- 
tion closed its accounts for the quarter ended December 2002 by 7 January 2003, and cir- 
culated it. People asked questions about the results and the corporation replied. The pre- 
sentation documents this. But how did the corporation close accounts so fast? And how 
did common folk understand the results? The accounts were made a double entry system 
and automated by Bangalore Action Task Force, a public-private partnership initiated by 
chief minister S.M. Krishna. Ex-Citibanker Ramesh Ramanathan led the effort. "If we... 
release all finances in all local governments, we could change the landscape of India," Ra- 
manathan says. Urban bodies have many buoyant revenue sources like property taxes 
and trade licences that increase as the economy improves. "If proper systems could capt- 
ure these we are talking of a five- to ten-fold multiplier. ...Rs 160-crore property tax could 
be Rs 600 crore...," he says. The partners in Proof — Ramanathans movement for partici- 
patory democracy, Janagraha; economist Vinod Vyasulus Centre for Budget and Policy 
Studies; Ashish Sen's NGO Voicesforall and Public Affairs Centre, an NGO run by Samuel 
Paul, former-director, IIM-Ahmedabad — held finance workshops for residents, students 
and the media. Elsewhere, at a Confederation of Real Estate Developers workshop, the 
Union urban development ministry announced three funds that participants from urban 
bodies of Pune, Nashik and other cities could avail of to ‘reform’. The bugis catching. W 

VIDYA VISWANATHAN 
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INSTITUTE OF BIOINFORMATICS 


Free flow of funds 


CIENTISTS and entrepreneurs were 

initially sceptical about the creation 

ofthe Institute of Bioinformatics 

(IOB) in Bangalore last week. This 

institute, founded and run by 
Akhilesh Pandey, a scientist at the Johns Hop- 
kins University (JHU) in the US, was con- 
ceived as a non-profit institute. Yet it employs 
35 professionals and plans to increase the 
number of staff to 100 by the end of the 
year. "We are not doing this for money. 
We are trying to disseminate quality 
science," says Pandey. 

Most of the staff are post-gradua- 
tes. They work on varied projects; the 
work can be used in research papers 
ora Ph.D. thesis later. Few Indian stu- 
dents are paid so well to work on a the- 
sis. Where does Pandey get the money? 

The initial investment came from the 
Genomics Research Trust, managed by 
Pandey’s family and created to fund 
IOB. Yet that money is not enough. 
And JOB is ambitious. It's develop- 
ing a comprehensive human 
protein database along with 











M UTUAL funds have gone beyond 
making money to making social and 
religious statements. After ‘ethical’ funds 
crashed along with the markets, the enter- 
prising US-based fund house 
MUTUALS.com introduced a socially 'irre- 








| JHU. It's developing a cancer genomics data- 


base with the University of Michigan, US, and 
a breast cancer database with possible help 
from the Cancer Center at JHU. By the end of 


| 2004, it will have 250 professionals. 


Pandey’s lab at JHU, with which IOB is 


| working closely, has $1.3 million from JHU for 


three years. Pandey can use this money on 


| any project he likes. He has a $100,000 breast 


cancer research career award from the 
JHU Cancer Center for two 
years. He has other grants 
from the Malaria Institute at 
JHU, the Sidney Kimmel Fou- 
ndation for Cancer Research 
and National Institutes of 
Health. Pandey is also looking | 
sẹ for further grants in the US. | 
|. Not having to make prof- 
'"*« _ its gives Pandey great flexi- 
\ bility to do science. And if 





IOB grows as Pandey 
hopes, it will become a 
f unique institution in 
the country. a 
P. HARI 
VICE FUND 


Get wise! 


sponsible’ fund, the Vice Fund, about six months back. The fund would focus on four in- 
dustries with equal exposures — gambling and casinos, alcohol, tobacco and 
defence/aerospace. Their reasoning — companies in these industries have long track 
records, exhibit solid fundamentals and are not going out of business anytime soon. They 
are recession-proof.Their research on such companies seemed to validate the point — a 
hypothetical vice stocks portfolio delivered returns of 52.95% for the five-year period 
ended 30 June 2002, while the S&P 500 gained just 1 1.83%, But six months later, the bot- 
tomline is: don't bet your shirt on sin just yet.... Ever since its launch, the Vice Fund has ac- 
tually underperformed the US Standard & Poor 500 Index by almost 15%, clocking in close 
to a negative 1396 returns. Obviously, even human failings are not flawless... & 


Vice Does 


-20% 


Source: Yahoo! Finance May 02 Sept 02 
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A new 
brand of 
mobile 
phones 


HAT are the 
chances that an 
Indian entrepre- 


neur can take on Nokia, 
Samsung and Panasonic 
by launching his own 
brand of cellphones? 
None perhaps. 

But there are two 
reasons why Jaswant 
Munoth, director, 
Munoth Industries, 

and his VK Munoth 
range of phones, 
to be launched 
next week, can't be 
written off. 

One, as the only Indian 
distributor for Siemens’ 
cellphones, he has access 
to about 2,500 dealers. 
Two, he is sourcing the 
phones from the 90-billion 
won (Rs 348.7 crore) South 
Korea-based VK Corporat- 
ion, which sells phones in 
China and Europe and sup- 
plies batteries to Samsung. 

He will launch three 
models in the Rs 13,000- 
18,000 price range next 
week and at least 
two new models 
every quarter. He 
hopes to sell 
10,000 phones a 
month. 

Munoth's 
dream is to 
manufacture 
phones in India 
in two years, by taking 
advantage of the 0% imp- 
ort duty on cellphone com- 
ponents. He plans to offer 
the same to international 
players. Any takers? E 

M. ANAND 
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HE war cries emanating from Washington and Bagh- 

dad have sent international oil prices rocketing to- 

wards $40-a barrel mark. The war has not started yet, 

(till the time of going to press), but you can feel the 

pinch every time you drive into the petrol station to 
fill up the fuel tank — the price of petrol has just crossed 
Rs 38.50 a litre in Mumbai. 

If the tension continues to simmer or if there is a long 
war in Iraq, then it is just a matter of time before the impact 
of higher oil prices spills into the rest of the Indian economy. 
No wonder some economists — perhaps a bit too pes- 
simistically — are predicting a bout of stagflation. Low 
growth but high inflation. : 

It's high time the government gave a serious hearing to a 
rather blasphemous suggestion — let the rupee rise against 
the dollar. The rupee price of the oil landing on Indian 
shores will drop. So will the prices we eventually pay for 
petrol. Going to office or carrying goods from the fac- 
tory to the market will be less expensive. The 
money we save on transport would, per- 
haps, be used to buy other goodies. And 
hence boost overall demand. Shouldn't 
all this be good news for the economy? 

The problem is that keeping the 
rupee down has been an article of 
faith with our economic policy mak- 
ing establishment. It was born and 
sustained at a time when foreign ex- 
change was assumed to be ‘scarce’. We 
were all fed on theories about the de- 
monic foreign exchange constraint in 
our post-graduate courses. Therefore, the 
utmost had to be done to either help those 
who earn foreign exchange (the exporters) or 
those who save it by making import-substitutes (the 
manufacturers). 

The economic realities have changed, yet the interests of 
our exporters and manufacturers are still of paramount im- 
portance. This shows in the way the exchange rate of the ru- 
pee has been managed. A weak rupee helps these two privi- 
leged groups. It makes our exports cheaper. And makes the 
things we import more expensive. The rest of the economy 
often suffers. 

Suppose the rupee is exchanged for 40 to a dollar, in- 
stead of the current 48.50. Such a strong rupee would have 
the same impact as lower import tariffs — it would make 
goods cheaper. More people would buy them. 

Take automobiles, for example. They become cheaper. 
So more Indians zip around on four wheels. The demand 
for related services such as car repairs or drivers goes up. 
Cars can be imported. Repair services cannot be imported. 


EVEN THOUGH REALITIES 
HAVE CHANGED, THE 
EXCHANGE RATE I$ MANAGED 
WITH THE INTERESTS OF 
EXPORTERS AND 
PRODUCERS IN MIND 


NIRANJAN RAJADHYAKSHA 


LET THE RUPEE RISE 


The former are ‘tradable’ while the latter are 'non-tradable. 
By keeping the rupee artificially low, the government is dis- 
criminating in favour of local car manufacturers and 
against car mechanics. So the argument that a cheap rupee 
is an unquestioned ‘good’ is not exactly true. It affects differ- 
ent sections of society in different ways. We need more de- 
bate here. 

There were perhaps valid reasons to mollycoddle our ex- 
porters and domestic manufacturers when the economy 
was starved of foreign exchange. Thus was created the twin 
gods of export promotion and import substitution. But the 
economy has matured. Foreign exchange is no longer the 
scarce commodity it used to be at one point of time. 

The Reserve Bank of India (RBI) has already seen its for- 
eign exchange reserves cross the $75-billion level. There 
have been some weeks when a billion dollars have been 
added to the reserves. It’s possible that we'll see the reserves 

cross $100 billion by the end of 2003. 

Central banks hold reserves for two main 
reasons — to ensure that there is enough 
foreign exchange to finance imports and 
to repay foreign debt. Though there is 
no mechanical way to find out 
whether a country’s reserves are ade- 
quate for these two uses, most peo- 
ple agree that Indias reserves are 
now at a comfortable level. (Even a 
sharp rise in international oil prices 
can be absorbed without major pain.) 
Yet, the RBI continues to protect the 
dollar. It buys dollars from the market 
and pumps rupees into the economy. The 
dollars it picks up go into its war chest. Uni- 
versity of California economist Deepak Lal has 
been arguing for some time that the endless hoarding of 
foreign exchange reserves and the policy of keeping the ru- 
pee down at all costs is hurting the economy's growth 
prospects. He told this magazine a few months ago that the 

stable rupee actually represents the "stability of death". 

In arecent paper Lal, Suman Bery and Deepak Pant esti- 
mate that economic growth in 1999-2000 would have been 
10.17% (instead of the actual 6.37%) if the RBI had let all 
those dollars flow unhindered into the economy and let the 
real exchange rate appreciate. 

Opinions such as these are still maverick ones. But that 
doesn't mean that they should be shut out ofthe current de- 
bates on how to get growth back on track. And remember: 
Indians own all their wealth in rupees. Is it fair to give them 
less purchasing power than they deserve? 





The author can be reached at niranjan r&hotmail.com 
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Take a blissful] 
pilgrimage to 
Tamil Nadu. 
Return blessed 


Holy dip in Rameswaram 










Down-South in Tamil Nadu is where the 
Gods are. You'll meet them in Madurai. 
Rameswaram and Kanyakumari - few of 
À ——- India's holiest, oldest and most visited 
2 Marfillapuram " » E oA 0 pilgrim centres. Visit the Gods here, ask 
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24 ——— Tamil Nadu | Then go back home light and in peace. 
\ Kerala } Tanjore | Come along, the Gods are waiting. 
mA ^ e Madurai (7 Vivekananda Rock - Kanyakumari 
\ 7 - m ° n 
\ ond Explore Tamil Nadu through TTDC's value added rail 
Pinar, cum road package tours from Kolkatta to Kolkatta. 
“Kanyakumari 







For bookings: G 26, Dakshnapan complex, 2, Gariahat Road, (S), 
Kolkatta - 700 068. Ph: 033 -24237432 Fax: 24237611 






$59 To, 


I * 
s IE - 2 
Tamil Nadu Tourism Development Corporation- a Govt. of Tamil Nadu undertaking organises package tours 
Chennai: 044-25389857, 25383333, New Delhi: 011-23745427, Mumbai: 022-24110118, Goa: 0832-222 
e-mail: ttdc@md3.vsnl.net.in Website: http//www.tamilnadutourism.org 


6390, Bangalore: 080-2286181. Hyderabad: 040-27667492 
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FINANCE MINISTRY 


If finance minister Jaswant Singh’s plan is 
cleared, it could set a precedent for others 








ARATI R. JERATH 


FTER sprucing up the dank corri- 
dors of North Block to resemble 
the lofty hallways of his old office 
in South Block, finance minister 
Jaswant Singh is now aiming to 


clone the publicity set-up of the Foreign | 


Office as well. In a five-page informal 
note circulated a couple of weeks ago, 
Singh mooted the formation of a sepa- 
rate media division in the finance min- 
istry modelled on the External Publicity 
(XP) Wing of the Ministry of External Af- 
fairs as a model. 


Dismissing the present three-mem- | 
ber public relations team drawn from | 


the information and broadcasting min- 
istry's Press Information Bureau (PIB) as 
inadequate, Singh's proposal calls for an 


in-house media cell to be headed by a | 


joint secretary who will function as the 
ministry's spokesperson. He is to be as- 
sisted by a director, two officers on spe- 


cial duty of the rank of director/ deputy | 


secretary, four press officers and a host 


of other staff adding up to a total of 37. | 
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INISTERS & 
MEDIA CELLS 












While the note does not specify the bud- 
getary requirement for the cell and coyly 
talks of an “adequate fund", it points out 


that the MEAs XP wing has an annual al- | 


location of Rs 75 crore. 


Predictably, Singh's desire to bring a | 


touch of the MEA’ stiff upper lip formal- 


ity into the hurly-burly of the more | 
down-to-earth finance ministry has un- | 


leashed a storm. The information and 


broadcasting ministry, where the note | 


has been sent through informal chan- 


nels for comments, is not quite sure | 


what to do with it. 

The proposal, if cleared, could well 
set a precedent for other ministers, all of 
who are acutely conscious of the need 
for aggressive image projection in the 


age of television. It has also broughtinto | 


sharp focus the role of the PIB, which 
was specifically created to handle the 


media needs of various government de- | 


partments, but which is increasingly be- 
ing seen as a hopelessly outdated insti- 
tution that is ill-equipped to tackle 
communication challenges in the 
twenty-first century. 








As it is, several ministers 
have bypassed the PIB and 
hired their own media advi- 
sors. They include Murli 
Manohar Joshi, Sharad Yadav, 
Shatrughan Sinha and Rajiv 
Pratap Singh Rudi. Even 
Singh, when he doubled as 
defence minister briefly, had 
employed veteran journalist 
George Verghese as his media 
consultant. In addition, some 
ministries, particularly the 
economic ministries, have 
hired private public relations 
firms to do their publicity 
work for them. 

Is the bell tolling for the 
PIB then? If Singh succeeds in 
creating his dream media 
team in the finance ministry, 
it will certainly signal the be- 
ginning of the end for the de- 
partment as demands will 
start pouring in from other 
media savvy ministers for 
similar set-ups. PIB loyalists 
maintain, however, that instead of mar- 
ginalising the Bureau, the government 
should revamp it and send its officers on 
refresher courses to learn modern com- 
munication methods. They point out 
that the PIB's network of regional offices 
is an invaluable asset for most ministries 
as it allows them to reach out to newspa- 
pers, journals and television channels in 
the states. 

This is particularly important for 
ministries dealing with politically sensi- 
tive issues that need a national consen- 
sus. While the MEA spokesmans role is 
to articulate India's position on interna- 
tional affairs and can be centralised in 
Delhi, ministries like finance have totally 
different publicity requirements. 

Controversial policy decisions like 
replacing sales tax with a value-added 
tax, reducing the subsidy on fertilisers, 
divesting government equity in public 
sector firms and so on need special 
decentralised messaging outside the 
formal structure of a press statement. 
They need to be explained and dis- 
cussed in the media, particularly in the 
regional press, to build national aware- 
ness and create a favourable climate for 
smooth decision-making. 

As fears about the political, bureau- 
cratic and financial implications of 
Singh's proposal mount, PMO sources 
seemed sceptical that prime minister 
Atal Bihari Vajpayee would give him the 
green signal to set up a media division in 
his ministry with a separate and gener- 


| ous budget. 
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MONSANTO 


LATHA JISHNU & G.S.RADHAKRISHNA | 


ITH the harvest of India’s first 
biotech crop, the gene-spliced 
Bt cotton hybrid from US seed 
giant Monsanto, coming in 
from the six states where com- 
mercial production was initiated last 
year, the yield is proving highly con- 
tentious. A global debate has erupted 
over a controversial study that claims Bt 
cotton yields are up a hefty 80-87% while 
the Andhra Pradesh government says 
the crop has been a disappointment. 
The findings of agriculture econo- 
mist Matin Qaim of the University of 
Bonn’s Centre for Development Re- 
search and David Zilberman, professor 
at the University of California in Berke- 
ley, has triggered a searing debate world- 
wide on a question that is central to de- 
veloping economies. Can genetically 
modified crops like Bt Cotton raise 
yields as significantly as these two re- 
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searchers claim it does and can their 
findings be extrapolated to genetically 
modified (GM) food crops in general: 

Although the researchers conceded 
that the limited experience with GM 
crops is insufficient to make broad gen- 
eralisations, "we use the example of Bt 
cotton in India to suggest that existing 
GM crops can have significant yield ef- 
fects in the developing world, especially 
in the tropics and subtropics,” they say. 

Their analysis is stunning because 
Monsanto's Bollgard Bt cotton, derived 
from the soil-borne bacteria Bacillus 
thuringiensis, is best known for its ability 
to kill the American bollworm, which is a 
major destroyer of the cotton crop but 
not for raising yields to a noticeable de- 
gree. In the Bt cotton growing areas of 
the world, notably the US and China, the 
yield has been up a mere 5-10% in the 
four years since it was introduced. 

This is of critical interest to India, 
which has the world’s largest acreage of 


A study claims 
the yield from 
Bt cotton is 
80% higher. 
AP says it is 
below normal 





cotton (25% at nine million hectares) but 
accounts for just a little over 12% of the 
production. Our yields are notoriously 
low: just 300 kg per hectare against over 
1,000 kg in China and a world average of 
580 kg. Given that the crop is prone to 
heavy pest attack, Bt cotton should be 
the answer to the Indian farmer's cotton 
cultivation. But is it? 

The Qaim-Zilberman study pub- 
lished in the 7 February issue of Science 
has had activists, the scientific commu- 
nity, economists and farm policy ana- 
lysts up in arms. This is primarily be- 
cause of the questionable basis of their 
study (see 'Yields of Discontent’). The 
two academics used data collected from 
field trials undertaken by Monsantos In- 
dian partner, the Maharashtra Hybrid 
Seed Company (Mahyco), in 2001 and 
not from commercial planting, which as 
the authors themselves concede, nor- 
mally show lower yields. 

And the yields have been disappoint- 
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The farmers are 


disappointed. The yield 
is low and the quality of 
the cotton is such that 
they are not getting a 
price on a par with other 
hybrid varieties 

V. SHOBANADEESWAR RAO, 


ANDHRA PRADESH 
AGRICULTURE MINISTER 





ingly low in Andhra Pradesh, according | 


to the state government. In a statement 
to the legislative assembly, agriculture 
minister V. Shobanadeeswar Rao said 


farmers have complained of smaller boll | 


size and lesser staple length for Bt cotton 
compared to other hybrids. This had re- 
sulted in lower market value. Rao told 
Businessworld: "AP farmers had been 
pinning their hopes on Bt cottonseed 
but they are disappointed because not 
only is yield low, the quality ofthe cotton 


is also not up to the mark. The market | 


price is Rs 300-400 less per quintal com- 
pared with other hybrid varieties." 
Agriculture commissioner S. Bhat- 
tacharya confirms the poor showing. Ac- 
cording to the department's survey, the 
average Bt cotton yield was 2-8 quintal 


per acre against 10-15 quintals for other | 


is that MMB had promoted ndh 
mainly Bollgard’s Mech 162, — Tq 
a medium staple length aharasht 
cotton. “We sold 10,000 Karn 
packets containing -atak 
450 grams of Bt cot- Madhya Pp 
ton seed along with Tamil N 
150 grams of hybrid — mq 

| variety for Rs 1,650,” Yarat 

| says Singh. This Figures in p 
could have led to 
wrong expectations of 
a longer staple crop. 
And how did the company 





varieties. The numbers of farmers who | 


tried Bt cotton though, are small: it was 
grown on 9,000-odd acres, mainly in 
Warangal, Mahboobnagar and Kurnool 


districts, and accounted for less than 
one per cent of the state’s one-million 
hectares of cotton crops. 

The ministers statement has 
sparked off a spate of calls from non- 
governmental and farmers' organisa- 
tions for compensation, although Rao 
emphasises that the government has so 
far not received any complaints of the 
cotton crop having failed. But clearly, 
there has been a communication gap on 
what Bt cotton is intended for and what 
farmers might have been led to expect. 
"It is just a solution for fighting the 
American bollworm pest," he points out. 

True, says Fauzdar Singh, general 
manager (R&D) with Mahyco Monsanto 
Biotech (India) (MMB), the joint venture 
between Mahyco and Monsanto. "Boll- 
gard does not make any claims of addi- 
tional yield but only protection against 
three varieties of bollworms — Ameri- 
can, pink and spotted bollworms." In 
any case, the seed plays a minimal rolein 
the yield. In the weightage given by the 
company for successful farming, "seed 
would account for 3096 while crop man- 
agement would get around 50%. The 
rest would be taken up by integration of 
both" in the harvest. 

The frustration of the farmers can be 
partly explained by the fact they shelled 
out nearly three times the cost of other 
hybrids on Bt cotton in a year that agri- 
culture officials say has been free of pest 
load. The major selling point of this seed 
is a 7096 reduction in the use of pesticide 
resulting in average savings of Rs 750 per 
acre, although in AB where pesticide use 
is high, it could reduce costs by over 
Rs 1,000 per acre. This year, however, 
with hardly any incidence of bollworm, 
the cost advantage of Bt cotton has 
almost been neutralised. 

Singh says another rea- 
son for the disappointment 


address this issue? Each 

packet carried an audio cassette, 
two brochures and an open letter. The 
cassette explains what 'total cotton 
management means. 






Monsanto India officials, too, feel the 
present campaign against the poor yield 
of Bt cotton is by vested interests, includ- 
ing commercial rivals and a range of ac- 
tivists. Indeed, the environmental lobby 
has been in overdrive with Suman Sahai, 
president of Gene Campaign, asking 
union agriculture minister Ajit Singh to 
make sure that Mahyco-Monsanto paid 
adequate compensation for crop losses. 

However, neither MMB, nor any seed 
firm is liable for damages for poor vield, 
feels Singh. According to the memoran- 
dum of understanding (MoU) that seed 
companies (around 40 in AP) sign with 
state governments, the farmer is only 
protected against failure of germination 
and lack of genetic purity. In the case of 
the former, companies make good the 
cost of seeds and part cost of germina- 
tion, while for failure of genetic purity 
they pay the cost of yield loss. What do il- 
literate farmers know of genetic purity 
and failure of germination, demands 
agriculture scientist M.S. Chari, advisor 
to the Centre for World Solidarity, a 
lobby group on sustainable farming. 

Even if the AP experience is an aber- 
ration, does GM cotton, specially the Bt 
gene offer hope for small farmers in poor 
countries? Decidedly yes, says Ranjana 
Smetacek, director (public affairs) with 
Monsanto India. According to her, the 
nearly 55,000 cotton farmers who har- 
vested the insect-protected Bollgard 
have reported a 3096 increase in yields 
that has seen an average rise in income 
of over Rs 7,000 per acre. Based on data 
compiled by MMB from a 'large sam- 
pling of farmers, who have completed 
their final pickings, the firm says Bt cot- 
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Yields of discontent 


RTICLES in reputed scientific journals like Science or 
A Nature usually do not stir up much heat and dust in 

India. But the 7 February issue of these two maga- 
zines has created quite a storm in environmental and agri- 
cultural circles in the country. 

What provoked the outrage? It began with Science pub- 
lishing a paper by Matin Qaim of the University of Bonn's 
Centre for Development Research and David Zilberman, 
professor at the University of California in Berkeley, ex- 
tolling the yield potential of American seed giant Monsan- 
to's biotech Bt cottonseed. The basis on which these claims 
were made — using the data provided Mahyco-Monsanto 
— prompted some to term the findings a scientific fairytale. 
And not all those who are critical are aligned with the green 
brigade that opposes biotechnology. 

Shanthu Shantharam, for instance, who finds their 
analysis outlandish, is a scientist who has worked as a regu- 
lator with the US Department of Agriculture and is an au- 
thority on problems such as 'pest-resistant genes in man- 
aged ecosystems’. Recently with Syngenta and the 
Washington-based International Food Policy Research Insti- 
tute, Shantharam has no doubt that biotechnology in any 
crop when deployed as part of an integrated pest manage- 
ment programme, will outperform ordinary crops. But to 
suggest that Bt cotton has out-yielded non-Bt cotton by mo- 
re than 80% and linking it directly to a single Bt gene is, he 
feels, a preposterous idea. "This kind of shoddy publication 
based on meagre and questionable data in reputed journals 
do more harm to science and technology development", 
and will perhaps set GM technology back, he warns. 

Devinder Sharma, who heads the Delhi-based Forum for 
Biotechnology and Food Security, is not surprised by this 
strong reaction. To start with, the researchers have neatly 
interchanged the terms 'yield increases' and 'reducing crop 
losses' to justify the wrong usage of the term yield increase. 
"Quantum jumps in production were achieved earlier by 
pesticides too, but does that mean pesticides increase 
yields?" he queries. 





The crux of the issue is that authors have relied on field 
trial data supplied by Mahyco-Monsanto — data that is still 
not in the public domain. Most field agronomists and plant 


| breeders know that carefully controlled field tests and the 


performance in a normal field provide widely divergent re- 
sults. A retired scientist with the Indian Agriculture Re- 
search Institute says the results of the study would have 
been more credible if the researchers had waited for a cou- 
ple of years to collect statistically meaningful data. 

Abhijit Sen, professor of economics at Jawaharlal Nehru 
University, Delhi, and chairman of the High-Level Commit- 
tee on India's Long-Term Grain Policy, says the data has such 
high standard errors that Qaim and Zilberman cannot really 
claim that Bt yield differentials are any higher here than 
elsewhere in the world. "They have simply not been able to 
establish the main case that yields are 80% higher." 

If the thesis is so full of holes, what was the rush to go 


to press? A possible clue might lie in an American news 


agency report published last month. It said that Monsanto 
is trying to shake off a year-long profit slide (the firm lost 
$1.75 billion or $6.67 per share, compared to a profit of 


| $399 million or $1.51 per share a year ago, forcing CEO 
. Hendrik Verfaille to resign) that was in part due to deeper 


concerns worldwide over biotechnology and a drought at 


| home. Thus, the company needs to sell aggressively, say an- 


alysts. There may be more than a seed of truth in this. E 





DILEEP PRAKASH 


ton has led to a 65-70% reduction in the 
use of pesticides. The data for Maha- 
rashtra, Madhya Pradesh, Gujarat and 
AP (the figures for Tamil Nadu are not in) 
shows an average increase of 3.24 quin- 
tals per acre, the highest being in Mad- 
hya Pradesh, which recorded an incre- 
ase of 4.33 quintals per acre and a jump 
in farm incomes of Rs 9,600 per acre. 
Many remain sceptical of such 
claims. A. Padmaraju, director of Re- 
search at the Acharya N.G. Ranga Agri- 
cultural University, maintains that Bt 
cotton is not a high-yielding variety. 
"Apart from its characteristic of being re- 





sistant to the American bollworm, ithas | 


no special features," says Padmaraju, 
whose report on the performance of Bt 
cotton was the basis for the debate in the 
AP assembly last week. 

Although there are several other hy- 
brids which are better yielding than the 
Monsanto brand, “we are yet to arrive at 
a conclusion because the report we gave 
the government is based on just 20% 
samples", he clarifies. A correct assess- 
ment of yield cannot be made unless it's 
tagged with pest resistance, and this year 
there was no pest load at all, he clarifies. 

But in October last year there were 





reports of bollworm attack near Warora, 
Maharashtra, in the three-acre farm in 
social activist Baba Amtes Anandwan 
complex. There have been other reports 
of bollworm attack from Karnataka and 
Madhya Pradesh. 

It's believed that there is a strong 
chance of the American bollworm de- 
veloping resistance to the Bt gene. In 
Australia, China and the US, farmers 
have been told to increase the number of 
sprays over the years. Will the worm turn 
in India? No one is certain, but, for now, 
the question of yield remains the core of 


| the problem. E 
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T H ERJEN 


invites your 
EXPRESSION OF INTEREST FOR MEGA PROJECTS 


to provide 








R ecognised Professionals/ Experts/ 
Companies who have undertaken such 
projects of similar magnitude are 
invited to express their interest. A 
detailed company profile with list of 
completed works, photographs and 
terms & conditions of providing layout 
& design, may be sent to JDA. 
Shortlisted applicants would be 
considered for assignment of project(s). 


Keeping pace with the growing 
requirements of the city and 
with the vision of creating 
infrastructure comparable to 
global standards, Jaipur 
Development Authority (JDA) 
invites Architects & Urban 
Designers to provide modern 
Layout & Design for following 
prestigious projects. 


To develop a theme based layout/ design - for the prestigious Circular Market (Gole Market) around Jawahar 
CIRCULAR Circle for shops/arcades and commercial spaces. The modern design should incorporate all essential 
facilities/provisions for a market of this size, eg: public conveniences/ restaurants/ pathways/ 
subways/parking etc. 


My 
* (8)* Location : The most upcoming hub of the city - Jawahar Circle, is situated on the 6 Lane JLN Marg. It is 2 kms 
$I 

ua€. 





from the International Airport and 10 kms from the Walled City. The site is located between some important- 

existing and upcoming projects : 2 Five Star Hotels, GE Call Centre, Escorts Heart Hospital, Habitat Centre, 

Exhibition Centre, Entertainment Paradise and the Regional Rly. Headquarters. 

Area : Jawahar Circle comprises of an inner circle with a radius of 680 ft. In the inner circle exists a 

MARKET developed rose garden and a water pond with a musical fountain. After the inner circle is a circular road 200 ft 
wide. Then comes the outer circle which is upto 250 ft. wide, where the Circular Market is to be developed. 





TRANSPORT To conceptualise and provide layout/designs for building two modern and self sufficient Transport Nagars, for 
facilitating operations of transport companies/truck owners /commercial organisations and related service 
providers. The design needs to incorporate residential and public utility facilities like Petrol Pumps/Hotels etc. 


LOCATION : Site I at Sikar Road - Approximately 22 hectares of land in the rural belt is situated on the 
East of Jaipur-Bikaner National Highway No. 11. The layout should have Transport Nagar, Automobile Nagar, 
Residential Plots etc. 


Site II at Ajmer Road - Approximately 40 hectares of land is situated on main Ajmer Road. The layout 
should have Transport Nagar, Automobile Nagar, Residential Plots etc. 


INSTITUTIONAL | ayout and Designs are required for a modern Institutional cum Commercial Spine and Trade Centre, with 

COMMERCIAL showrooms / arcades and offices. The futuristic yet practical design should incorporate all facilities and 
3 = į] provisions for future development. The complex should be self sufficient and a convenient centre for business 

| transactions. Proper space allocation for all types of service providers, needs to be incorporated. Land available 
: 127 hectares approx. 

* Location : It is situated at Jagatpura, 15 kms South East of Jaipur & 4 kms from the Intl. Airport. It is amidst the 
most upcoming Township of the city, which will incorporate 3 big JDA schemes, 1 NRI scheme of Rajasthan 
Housing Board & several JDA approved schemes. It is adjacentto the Engg. & Management Colleges. 


EVEN IF YOU ARE NOT INTERESTED IN ANY OF THE ABOVE PROJECTS, BUT WOULD STILL LIKE TO DO SOME OTHER PROJECTS FOR JDA 
THEN YOU MAY KINDLY SEND DETAILED COMPANY UNDERSIGNED AT THE ADDRESS MENTIONED BELOW. 


LAST DATE 


te] APRILI*E: 
pt JAIPUR DEVELOPMENT AUTHORITY 


LS INDIRA CIRCLE, JLN MARG, JAIPUR-302004 Tel.: 0141-2563234 Fax : 0141-2563614 
e-mail : info@jdajaipur.com Website : www.jdajaipur.com 
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TELECOM 


of the telecom regulator 


~ 3 name and is, therefore, illegal 


RADHIKA DHAWAN & ANUP JAYARAM 





AST week they announced the time 

for talks was over. They said the 

battle would be fought in the 

courts now. The telecom tribunal 

formed by Union information 
technology, communications and disin- 
vestment minister Arun Shourie had 
failed in its mission. 

Immediately after he took over the 
communications portfolio in January, 
Shourie’s first step had been to bring the 
warring factions of the telecommunica- 
tions industry — the cellular telephone 
service operators and the basic tele- 
phone service companies — to the table 
to thrash out a solution to the mobility 





. CELLULAR OPERATORS 


The cellular industry will accept | There will be a convergent 
limited mobility (WLL) services if 

it sticks to Telecom Regulatory 
Authority of India conditions 


The demand by basic service | 
providers to move to full mobility isin | 
defiance of the ‘need and timing’ rule 


Multiple user registration is equivalent 
to roaming services, even if it is under another | 


The move to instal mobile switching centres 
under a fixed service licence is illegal 


BALL BACK 
COURT 















and WLL players 


| paying a licence fee 





WLL OPERATORS 


licence soon in any case, so there 
| will be equality between mobile 


BasiCservice players (who pro- 
vide limited mobility services) should 
be allowed to migrate to full mobility after 


Multi ple user registrations under lim- 
ited mobility services are valid under the current 
basic licence agreements 


| ÅS a concession, there will be only 6-12 multi- 
ple registrations in the initial stages 


Why Union minister Arun Shouries move to 
settle the mobility dispute out of court failed 


issue. Since 14 February 2003, the mint- 
fresh telecom tribunal has met six times 
in Delhi and Mumbai to end the stale- 
mate. Shourie himself was not present at 
these negotiations, but his representa- 
tive, Telecommunications Commission 
chairman Vinod Vaish, was. At the end of 
the day, however, the matter has been re- 
ferred back to the Telecom Disputes Set- 
tlement Appellate Tribunal (TDSAT). ft 
will begin its hearings from 31 March. 
Most experts suggest that finding a 
solution that is acceptable to both par- 
ties will be difficult. For one, at all the six 
meetings, the battle lines were clearly 
drawn and neither party was interested 
in giving ground. So the negotiations 
were hard. Save for occasional photo op- 
portunities of beaming telecom chiefs, 
the media was given access to little else. 
But BW managed to get a closer look. 


Hutchison's Asim Ghosh: One of the 
most vociferous of the cellular chiefs 


The line-ups were impressive. For 
the cellular operators the most combat- 
ive negotiators were Hutchison-Essar 
managing director Asim Ghosh, Cellular 
Operators Association of India (COAT) 
chairman Rajeev Chandrasekhar, and 
AT&T's Virat Bhatia (not officially a part 
of the tribunal, but part of the delibera- 
tions). This time round, Sunil Mittal 
plaved the role of the pacifier. As one of 
the negotiators says: "Mittal was pretty 
diplomatic, but Ghosh was incisive and 
quite forthright." 

The basic operators, who provide the 
wireless in local loop (WLL) limited mo- 
bility service, were represented by none 
other than Reliance chairman Mukesh 
Ambani (and occasionally by his lieu- 
tenants, Manish Modi and Prakash Baj- 
pai, the chief executive of Reliance Info- 
comm). S.R. Ramakrishnan was the face 
of Tata Teleservices. Bharat Sanchar Ni- 
gam (BSNL) chairman Prithipal Singh 
was also a part of the deliberations. But 
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Front row seats to World Cup Soccer. Brought to you by your bike. 


As a Petro Card " member, you've probably attended special screenings of the soccer World Cup. Or 


watched the first shows of 
"Devdas", "K3G", "Scooby-Doo" or James Bond - "Die Another Day". And enjoyed the company of friends over cups of coffee. 
Above all, you have enjoyed the benefits of a Rewards Programme - courtesy your vehicle. As a member of a one-million strong 
family, you enjoy more than just quick, cashless transactions. You can bu 


y fuel and lubes, even groceries, 
earns you Petromiles™, with which you can redeem 


invites to premieres and special events, and lots of other goodies. 


at our In&Out™ stores. Every use of your Petro Card" 


some exciting gifts - movie tickets, 





For further details contact your nearest Bharat Petroleum PetroBonus " outlet or visit us at www petrobonus.com 


TELECOM 





as he had his feet in both camps, there | Reliance’s Mukesh Ambani: Torchbear- 


was not much he could contribute. Only 
IDEA Cellular was conspicuous by its ab- 
sence. Graham Burke, who had taken 
over as the managing director of the 
Birla-AT&T and Tata joint venture in No- 
vember 2002, did not show up even after 
being invited, possibly because he was 
about to quit. (He did so in March.) 

By setting up the tribunal, Shourie 
had hoped to bring the legal battle, al- 
ready into its second year, between the 
the two industry segments to an end. He 
had also hoped that the tribunal would 
help the industry solve the problem on 
its own. But the cellular industry wanted 
the government around. Says an indus- 
try source: “The cellular industry's point 
is that you have promised a bride to two 
grooms and you have to help sort it out." 

But the government had no inkling 
about a solution. Says a senior official of 
a big cellular company: "The govern- 
ment is sympathetic to the plight of the 
cellular operators. But it simply doesnt 
know how to fix this mess." Earlier in an 
interview, COAI's Chandrasekhar had 
told BW the same thing. He says: "When 
I took over as head of COAI, there was 
this general conspiracy theory (going 
around). But I found the government 
quite sympathetic." 

According to sources, Reliance Info- 
comm s stand from the beginning of the 
talks has been that the licence is a valid 
mobile licence issued by the govern- 
ment. At the meetings, it was very clear 
that Reliance had no plans to remain a 
limited mobility player. In fact, Ambani 
said he was willing to pay an additional 
licence fee to migrate to a mobile li- 
cence. Reliance Infocomm officials say 
"since the matter is sub judice", they can- 
not comment on it. "The service we plan 
to provide is in accordance to the licence 
conditions," they add. 

The cellular players were furious that 
both Reliance Infocomm and Tata Tele- 
services had clandestinely installed Mo- 
bile Switching Centres (MSC), the heart 








er for the limited mobility companies 


of any cellular network. On that basis, 
the WLL plavers could provide what they 
called ‘multiple user registrations’ to al- 
low consumers to register in more than 
one short-distance charging area. 

For example, a consumer could reg- 
ister for both the Delhi and Mumbai cir- 
cles. Once he left Delhi, the call would 
automatically drop. In Mumbai, he 
could call customer-care and ask them 
to activate the phone. The MSC would 
register the consumer and activate the 
phone on a new number. Calls from and 
to the Mumbai number will then be local 
calls. This service would not be called 
roaming, but for all practical purposes it 
would function like a full-fledged roam- 
ing, except with a new number. "This is 
just roaming under another name," 
maintains a senior cellular player. 

As a concession, Tata Teleservices 
and Reliance suggested that this regis- 
tration would be restricted to 6-12 cities 
instead of the whole country. Reliance 
Infocomm is not offering multiple regis- 
tration to its subscribers currently. It 
maintains that once the legal position is 
clear, it will go ahead with the service. 

The cellular industry dug in its heels 
on this issue. They were willing to accept 
limited mobility, but not full mobility. 
This in itself is a huge compromise for 
the cellular industry, as one CEO wryly 
puts it, "in the interest of getting on with 
life". So far, publicly, the cellular players 
have always maintained that the basic 
players move into mobility is com- 
pletely illegal and unacceptable on any 
ground. This has been the core of the le- 
gal argument. But prior to these talks, 
the cellular players conferred and gave a 
bit of ground provided the WiLL players 
agreed to stick to the original licence 
conditions — that oflimited mobility. Or 
in other words, the service should be an 
extended cordless, but nothing else. 

Interestingly, Ambani brought up the 
issue of a convergent tele- 
com licence at the very first 
meeting. His point: if there 
was about to be a conver- 
gent licence anyway, why 
not agree to let us become 
full-fledged mobile players? 

Of course, that will be 
easier said than done. For 
one, issuing a convergent li- 
cence will first call for a mi- 
gration path for existing 


COAI’s Rajeev Chandrase- 
khar: Combative posture 








players. For example, if Hutchison needs 
to enter long-distance telephony, how 
will the licence fee be structured? Orif an 
ISP player needs to provide cellular ser- 
vices, how will the licence be structured? 
Argues Gartner India analyst Kobita De- 
sai: “If the telecom industry in its current 
status is brought into the Convergence 
Bill, it is going to cause a huge mess. The 
solution to the telecom industry muddle 
has to be outside the Convergence Bill.” 

A few possible solutions were tossed 
around at the deliberations. One was to 
allow a fifth service provider for mobile 
services and open the licence for bid- 
ding. The amount collected from the 
winners of the licence could be then 
given to the existing cellular operators. 
Since the money would go into the Con- 
solidated Fund, it was possible for the 
government to pay the cellular opera- 
tors. However, the concern was whether 
it would set off a dangerous precedent, 
which the government would be hard- 
pressed to maintain later. 

Another option was to come up with 
a lower revenue share. Or restrict rev- 
enue to income from providing cellular 
services only. Today, even if a handset is 
bundled, it is considered as revenue for 
the operator. A more general solution 
would be to allow cellular operators to 
go in for intra-circle mergers. Today, this 
is not allowed. In the process, the num- 
ber of operators in relatively less remu- 
nerative circles will come down. That in 
turn will ensure that revenues will in- 
crease and make operations more vi- 
able. However, these will be viable only if 
the GSM players are ready to discuss full 
mobility with the basic players. 

For the moment, however, the dead- 
lock continues. Ld 
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Name of the field: 
Location: | 
Company: D 
Proven field, evaded in: 
Recoverable reserves: í 
É Outlay: Not available 
Be Status: f sing fi 


IE Name of the block: East Bassein 
! Location: offshore 
Company: 
EE Discovered in: 
ES E Recoverable reserves: 4 
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Name of the block: GB-05/2 
Location; Cambay Bas! 
Company: Cairn | \ 
Discovered in: May ZUUU 
Ac agen reserves 
Outlay: ? 500 m 
Status: | odut Cini 


Name of the block: CB-ONN 2000/2 MEE Bangalore 


Location: ambay Basi N. /Chennai 
Company: Niko Resources Mangalore 


Discovered in: ZUUZ | : j Name of the block: K |-08//! 
rae sibs reserves: V^ T maani tied 
M. | i Location: ^ a Godavar t 
din Lestimated — Kochi K SR Company: R | 
Status: Exploration appa sa N ayam A Proven Field orient in: N 

à Recoverable reserves: 9 
Name of the see Lk Outlay: $1 
Location: Gujarat t Offshore Status: | 
Company: N (0 Resource 


Proven field, jene in: AUC EON 
Recoverable reserves: | cesses) Existing pipelines of Gail 


Outlay: $200 million EE panned pipelines of Gail 
Status: ! roducit ng 5 Field ZA Planned pipelines of 


‘ Increased production in existing fields @New gas finds **Oil equivalent gas # tcf: trillion cubic feet; bcf: billion cubic feet 


India’s Gas Fields and Pipelines 


Name of the block: KG-DWN-9 
Location: pishi a God | 
Company: | Ener 
Proven Feld pur 4 
Recoverable reserves: 

Outlay: 
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9 GAS STRIKES ARE EXPECTED TO 
DOUBLE SUPPLY BY 2006-07 


Will this reshape the energy 
economics in India? 


9 KEY GAS USER INDUSTRIES LIKE 
POWER REMAIN CRIPPLED 


90 Will there be enough demand for 
the new gas supplies? 


9 GAIL HAS SOUGHT A MANDATED 
MONOPOLY FOR TRANSPORTATION 


How will the politics of the pipeline 
play out? EE = 
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RANJU SARKAR & ANUP JAYARAM 


N 1975, when the then Oil and Natural Gas ( ommission 
(ONGC) pulled offa huge gas strike in Bassein off the « oast 
of Gujarat, it sparked off a mini industrial resurgence, In 
1984, the state-owned Gas Authority of India (Gail) began 
building a massive 2,300 km pipeline to transport the gas 
across six states — Gujarat, Rajasthan, Madhva Pradesh. 

Uttar Pradesh, Haryana and Delhi. This was the Hazira-Bi 
jaipur-Jagdishpur (HBJ) pipeline. As it took shape, along its 
route sprang up fertiliser and power units that provided em- 
ployment and income to the local economies. Bassein and the 
HBJ pipeline are landmarks in India's energy history 

Chirty years later, a similar chain of events is playing out. 
This time along the eastern coast. Starting with Scottish com 
pany Cairn Energy's gas discovery in 2001, a series of new 
strikes look set to redraw India's energy map all over again. Of 
course, it wasn't until Reliance Industries’ megastrike — the 
biggest in India in 28 years and the world's biggest strike in deep 
waters in 2002 — in the Krishna-Godavari (KG) Basin in May 
2002, that the world sat up and took notice. Soon afterwards, 
ONGC found new reserves east of Bassein. So did an indepen 
dent Canadian energy firm, Niko Resources, neat Surat. 

Nearly six months after the Reliance strike. ene gy experts 
are still trying to get a fix on how the gas discoveries are likely to 
alter India’s energy economics. But one thing is clear: supply of 
gas is likely to double by 2006. “Supply of gas is expected to go 
up from 70 mscmd (million standard cubic metres per day 
currently to 135-140 mscmd over the next foui years, says 
Avinash Chandra, director-general of the | directorate General 
of Hydrocarbons, which has been the prime force in identifying 
the basins where oil and gas are likely to be found 

Long before these discoveries, the DGH had estimated that 
there was nearly 7 billion tonnes of oil and oil equivalent gas re 
serves off the eastern coast of India. Of this 50% could be reco 
ered. So far, the new strikes add up to just 7.1496 of that. What's 
more, there could be more discoveries on the west coast to: . In 
the next couple of years, the DGH expects to offer deep-water 
blocks on the west coast. (See 'DGH: Predicting hydrocarbon 
bounty off the Indian coast’). “The region west of Mumbai has 
very high prospects. Satellite images and gravity analysis indi 
cate that there's a big kitchen for hydrocarbons," adds Chandra. 
In fact, the infrastructure industry grapevine has it that Re 
liance has also struck gas in Goa and has a promising block 
near Cuttack in Orissa. 

It is still early days. The gas has to be extracted and delivered 
to consumers at a competitive price. But the new discoveries 
are throwing up a range of interesting possibilities of how the 
contours of a new gas economy could take root. 

Already, sources say, Reliance is talking to potential cus 
tomers — power and fertiliser plants — across Andhra Pradesh 
(AP), Tamil Nadu, Karnataka and Kerala. Many of these plants 
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run on naphtha or other liquid fuels. If Reliance 
can offer them a competitive price, chances are 
many of them will switch to gas, which is more ef- 
ficient and environment friendly. 

Of course, pricing is still a guessing game — 
andat this stage, accurate figures are hard to come 






Avinash Chandra, DGH 
“The biggest hurdle that 
we in the DGH face is the 
lack of staff. We function 





by. But at a recent workshop organised by the Fer- 
tilisers Association of India in Hyderabad, a senior 
Reliance official gave some indication of their ag- 
gressive intent. While replying to queries from 
participants, he said it would be possible for his 
company to supply gas at $3 per mbtu (million 
British thermal unit). This set off animated discus- 
sions among the participants, especially those 
who use liquid fuels as feedstock. For them, the 
current cost of using naphtha is as high as $7 per 
mbtu, and switching to gas could halve energy costs. 

Pricing will be key in inducing demand for gas. Cairn En- 
ergy is already selling gas to Gujarat Paguthan Energy Corpora- 
tion, a power plant in Gujarat, for $3.68 per mbtu. This plant 
used gas supplied by Gail earlier. But when that source dried 
up, it forced the plant to switch to the more expensive naphtha. 
But that proved to be uncompetitive and forced the plant to ei- 
ther operate at lower capacity or shut down from time to time. 
Sources there now say the plant is running at a higher capacity. 

This isn't an isolated case. Even Steel Authority of India 
(SAIL) is evaluating a switch from imported coal to gas for its 
coke oven operations. Many power plants that run on naphtha 
— this includes NTPC's Kayamkulam unit and BSES' Kerala 
unit — are running at low capacities, largely because of high 
energy costs. Many of these units could now switch to gas if it is 
available at their doorstep. 

Today, 30% of urea capacity in India uses naphtha. Affirms 
Viren Kaushik, director general, Fertiliser Association of India: 
“Feedstock price is our major handicap.” Several Southern fer- 
tiliser units like Madras Fertilisers and Fertilisers and Chemi- 
cals, Travancore, are eagerly waiting for gas as it would bring 
down their feedstock costs. The potential switchover demand 
just in Karnataka, Kerala and Tamil Nadu is 4.5 mscmd. 

Of course, it may take more than two years before someone 
like Reliance can deliver gas to the customers. But the race to 
set up marketing infrastructure is already hotting up. Gail has 
decided to revive a four-year-old plan to set up a national gas 
grid at a cost of Rs 18,000 crore and has asked Engineers India 
to prepare a detailed plan. The pipeline is to criss-cross India. 
Gail chairman and managing director Prashanto Banerjee 
says: "Our national grid will be up and running in five years." In 
fact, construction of one leg of the pipeline, Dahej to Bijapur, 
has already started. Gail has also got approval for the Dahej- 
Uran-Dabhol pipeline. 

But it doesn't end there. Gail has already begun lobbying the 
government for a “mandated monopoly" in gas transportation. 
Simply put, it wants the sole right to build pipelines to deliver 
gas to consumers. In response to a question in the Lok Sabha a 
fortnight ago, Union minister of state for petroleum and nat- 
ural gas Santosh Gangwar said Gail has a plan for a national gas 
grid, but he did not say what the government thought of it. 

In most countries, a common carrier is an accepted prac- 
tice because it avoids unnecessary duplication of resources. 
Banerjee says: "This (many pipelines) will lead to a duplication 
of resources. We will end up with a situation like in optic fibre, 
where everyone is laying fibre." He added that when there is 
competition in creating infrastructure, the consumer is the 
eventual loser. The Gail proposal has sparked off a debate in 
energy circles, with private companies like Reliance saying they 


with just 70 people" 


DINESH KRISHNAN 


DGH: Predictin hydrocarbon 
bounty off the Indian coast 


On any given day, there are not too many people at the 
Directorate General of Hydrocarbons (DGH) office at 
the Hindustan Times House in central Delhi. No, that 

is not because they are bunking office and goofing 
around somewhere else. The DGH has only 70 
employees. A large number of them are usually out of 
the office because they are travelling across the country 
doing seismic studies. 

Heading the outfit is the soft-spoken director- 
general, Avinash Chandra, who has been there right 
from the time the DGH was formed in April 1993. A 
career bureaucrat, he has been involved with the 
exploration business from the time when the 
government got serious about it. 

It is the seismic data that DGH provides that 
companies have a look at before actually going in to bid 
for the exploration blocks. Chandra says: "We had 
estimated in 1995-96 that the Krishna-Godavari basin 
has 3.5 billion tonnes of gas. Already the results are 
showing that we were right." But till the government 
came up with the New Exploration Licensing Policy 
(NELP) in 1999, only about 2296 of the acreage was 
explored. In the last five years, this figure has risen to 
7096. Till date, there have been three rounds of bidding 
under NELP In these, 75 blocks have been offered, of 
which 70 have been taken. 

All this has started showing results. Today there are 
nine vessels doing the seismic mapping of India 
compared with one earlier. In the process, companies 
are drilling four times more wells in the Indian 
sedimentary basin. Chandra confidently points out that 
by end-2004 there will be at least two more big gas 
finds. While one will be off the east coast, the other 
should be in the region near Mumbai. 

That is in the future. But for now, Chandra and the 
team at DGH have a lot to celebrate with the nation 
looking in terms of a gas-based future. If there are 
more such finds, maybe Chandra will get a whole new 
bunch of highly-trained employees. That could change 
the tide for India's energy economics. 
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What they are doing 


POWER 


4,500 MW of gas-based power plants planned 


NTPC has already tendered for gas supply 
for proposed plants 


New coast-based power plants planned 


Power companies may be allowed to sell 
directly to industry bypassing SEBs 


Urgent need to reform the sector 


GAIL 
Started laying a national gas pipeline grid 










R.K. Pachauri, Teri 


integrated energy 
AN policy" 5 


GAS 





would prefer to build their own pipelines to reduce uncertainty. 
As Reliance sees it, its own pipeline will ensure that it is not at 
anybody's mercy when it comes to getting gas to its customers. 

| Reliance plans to transport the KG basin gas 
through a pipeline from Kakinada to Goa and 
Kakinada to Kayamkulam. It will later build a spur 
to Mumbai. In the absence of a pipeline policy, 
there is no clear framework for using pipelines on 
a common carrier principle. 

Also, unlike developed markets like the UK, 
India does not have a downstream regulator. That 
may make administering the common carrier 
more difficult. UK's OFGEM keeps a close watch 
on the pricing of gas. In India, the Petroleum Reg- 
ulatory Board Bill is still pending in Parliament. 

Even as the pieces of the regulatory puzzle 
gradually fall into place, it is clear that much ofthe 
action will centre around AP, where the gas has 
been struck. Chief minister Chandrababu Naidu 
has already set up a taskforce under energy secre- 
tary V.S. Sampath to advise how to make the best of 
the find. (See Andhra Pradesh: First off the block’) 

In fact, sources say that some NRI business- 
men are queuing up to establish gas-based power 
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‘India needs an 
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Rs 18,000 crore investment planned Be $^ projects in the state while two existing gas-based - 
á A projects have been revived. Meanwhile, a naph- 
Pipeline network will be ready in five years p tha-based project, GMR Vasavi, has switched over 
P P Ban fine Cai to gas. The last will sell power at Rs 1.76 per unit— 
40% of the gas for proposed power plants “Com stition in with a fixed charge of 98 paise and variable charge 
bia bue haste of 78 paise — based on existing gas prices of 
CNG-based transport in AP towns, Agra, the cristas" Rs 4,330 per thousand cubic metres per day. Ex- 
Kanpur and Lucknow perts say that this merely shows that gas-based 
plants could be competitive even if prices go up. 





City gas: Can it soak up the 
increasing domestic supply? 


Experts feel building city gas businesses will be crucial 
in driving consumption. “City gas models will be built 
over time, but will transform the gas sector,” says Nigel 
Shaw, CEO, British Gas (BG). He should know. 
Mahanagar Gas (MGL), BG’s venture with Gail in Mum- 
bai, which started in 1995, has already broken even. It 
has signed on 1.5 lakh households and plans to add 
75,000-80,000 consumers every year. To scale up MGL 
needs to add pipelines. It has invested Rs 350 crore and 
plans to invest another similar amount. The potential: 

6 lakh (of 9.5 lakh) households where it is feasible to 
take the gas. But this is 1096 of the total demand. Com- 
pressed natural gas (CNG) for autos makes up 4596 of 
the demand, industry 3596 and commercial 10%. 

In Delhi, for Indraprastha Gas, almost 9096 of the 
CNG demand comes from automobiles, though it has 
been innovative in sewing up commercial customers: 5- 
star hotels (Oberoi, Hyatt) and guest houses in the 
capital have switched over to piped gas. MGL chairman 
A.K. Purwaha says: "Returns start coming from the 
third or fourth year." With interest rates ruling low, 
experts feel a return of 1596-plus should be good. 


Also, IL&FS Infrastructure Development Cor- 
poration (IIDC), on behalf of some infrastructure funds, is 
studying the feasibility of setting up city gas networks in 10 
coastal towns of AP — the gas will be piped through the existing 
Gail network — that together could consume 1.7 mscmd of 
gas. Till now, however, the project has not been allocated any 
gas. According to IIDC senior manager Darshan Gangoli: "The 
new discoveries will improve the scenario for city gas projects." 


There are other interesting strands too. To drive usage, Ma- - 
hanagar Gas and Reliance are exploring the possibility of work- 
ing closely with durable manufacturers like Carrier Aircon to — 


develop smaller, 3-tonne air-conditioners that could run on 
gas. A few restaurants in Mumbai are already using 6-tonne im- 
ported machines that run on gas. At the Mahanagar Gas head- 
quarters in Mumbai's Bandra-Kurla Complex, gas is used for 
centralair-conditioning. Private players say they see a huge po- 
tential in markets like Mumbai, which need air-conditioning 
round the year. In the North, gas-based devices are being devel- 
oped to function as heaters as well as air-conditioners. DGH's 
Chandra is currently preparing a detailed presentation to show 
the government how the discoveries will impact supply. 

While supply is growing by leaps and bounds, there are 
worries on the demand side. Three years ago, the government 
prepared the Hydrocarbons Vision 2025, a blueprint for the oil 
and gas sector. It estimated that demand for natural gas will be 
231 mscmd by 2006-07 and 391 mscmd by 2011-12. That 
means India will have a supply deficit of 90-95 mscmd in 2006 
that could be bridged through imports. Says N.K. Nayyar, direc- 
tor (planning and business development), Indian Oil Corpora- 
tion (IOC): "Over the next few years, gas will replace liquid fuels 
in power and fertiliser." Nayyar is working on a gas master plan 
that will expand IOC's role in gas. IOC has picked up the Farsi 
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yck in Iran, which is ex- 
cted to yield 500 million 
rrels oil equivalent gas 
wer the next few years. 
- But there are signs that 
mand projections are be- 
‘revised downwards. The 
nth Plan's expected de- 
and is now pegged at 145 
icmd by 2006-07 com- 
jared with 231 mscmd esti- 
ated earlier. That is mainly 
jecause very few power 
ants are being set up. In 
e. Ninth Plan period, 
inst a capacity addition 
get of 45,000 MW, only 
000 MW was added. Also, 
major capacity expan- 
yn is planned in the fer- 
iser industry. Experts say 
revised estimates as- 
ie an additional demand 
15 mscmd from new 
oubtful) fertiliser projects. 
So will the gas producers 
-with gas that they are unable to sell? Unlikely. In three 
s, the Bassein gas reserves are expected to dry up unless 
e are new discoveries there. That could create a gap that 
ate LNG players like Shell, Petronet LNG, British Gas and 
liance could capitalise on. Now if Petronet manages to start 
pplies from Dahej by early next year, it could nudge out po- 
ential rivals and corner the unsatisfied demand along the HBJ 
d in Uran. Almost all the players are timing their entry to co- 
incide with the supply gap and targeting the market along the 
peline. Whoever gets there first with the right price can cor- 











But generating demand wont be easy. "Theres no absorp- 
of power. The market would take its own time to develop," 

s H.P Chandana, a former director of Gail. Just consider the 
estments required. One mscmd of gas can generate 250 
/ which will cost Rs 700 crore considering that it costs Rs 3.5 
crore to set up 1 MW of gas turbine capacity. To consume 30 
mscmd of gas, one would need to invest Rs 21,000 crore in 
power itself, without considering the related infrastructure 
sts in setting up pipelines and the exploratory wells. “It 
ould take 10 years to consume 30 mscmd of gas. HBJ took 10 
ars to absorb the 17-18 mscmd of gas from 1985. This is when 
projects were approved which assured it a market," adds 
andana. The ramp-up thereafter was faster. Thus, finding 
inkable demand will be the key challenge for gas producers. 

: In much of Europe, around half of the total gas consump- 
tion is as city gas. In Japan and Korea, power is the key driver of 
demand, while city gas accounts for 30%. In India, city gas ac- 
junts for less than 2% of demand, while fertiliser (43%) and 
ower (38%) account for the bulk of demand for natural gas. 

-. That could pose problems. "Once you provide the trans- 
iission load, then city gas can be an add-on," says a marketing 
ead ofan oil and gas major. Anchor load is critical especially in 
ie early development of gas infrastructure while city gas is 
ood for the long term. “City gas is typically a permanent 
source of demand, where you use gas for cooking or driving 
-your car. Not many people would stop cooking or using their 
' car. Ultimately, how many power and fertiliser plants can you 
setup?" he adds. 











-Tec city will be the first 
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There’s ample reason why Chandrababu 
Naidu, Andhra Pradesh's chief minister, 
is considered the shrewdest politician 
around. Soon after gas was struck off the 
coast of the state, Naidu lost no time in 
seizing the initiative to develop his state. 

He already has a series of initiatives 
rolling. To start with, Bharat Petroleum 
Corporation (BPCL) has begun a pilot 
project to use gas to meet the energy 
needs of an entire 49-apartment housing 
complex in Harbour City, Visakhapat- 
nam. Pipes are already being laid to con- 
nect two more buildings to this test pro- 
ject. But that is what you are likely to see 
on the ground. 

Elsewhere, in the Administrative Staff | 
College of India, T.L. Prasad is busy pr- 
eparing a report on how to increase the - 
use of gas in the state. There are two distinct opportuni- 
ties that are under the lens. First, attract industries like 
power and fertilisers to the state. These industries are 
the biggest users of gas. The energy secretary is already 
getting calls from NRI investors who want to set up 
power projects in the state. Naidu feels that since gas off 
the Andhra Pradesh coast can be made available to his 
state first, entrepreneurs can get an early lead. 

Additionally, gas-based projects produce power 
cheaply and efficiently. The trickle-down effect of this 
could be that more industries would be attracted tothe 
state, Says Andhra Pradesh energy secretary V.S. Sam- 
path: “It is still early days for us to have concrete plans for 
the usage of gas. Right now, most projects are still in the 
planning phase.” 

Simultaneously, the four state-owned oil companies, 
BPCL, Hindustan Petroleum Corporation (HPCL), In- 
dian Oil Corporation and IBP are working with the state 
government on a town gas project, like the one on test in 
Visakhapatnam. The point man for this is HPCL's senior 
manager H.R. Wate, who is based in Secunderabad and 
who will act as the state-level co-ordinator between the 
oil companies and the government. 

In Hyderabad, keeping in line with its name, the Hi- 
Tec city will be the first to run on gas. Another upmarket 
area, Somajiguda, will follow. Based on the success of its . 
experiments, AP hopes to bring gas to homes in.10 big 
cities and towns in the next few years. The City Commis- 
sioner S.P. Singh and Andhra Pradesh Industrial Infra- 
structure Corporation's M.V.S. Prasad, who are respon- 
sible for tying up the town gas project and attracting 
gas-based industry respectively, will be important mem- 
bers of the core team studying. the prodest to put gas to 
good use in the state. 

if the early evidence is any indication, Chandrababu 
Naidu could end up playing a stellar role in building the - 
gas economy of India. 
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What the gas finds imply for 
other energy sector players 


GAS 





There are indications that city gas projects that are partly 
self-generating and can break even in 4-5 years will be the 
thrust of private producers’ marketing plans. (See ‘City Gas: 
Can it soak up the increasing domestic supply?’) But selling city 
gas wont be easy. Setting up infrastructure is time-consuming 
and gas consumption is low. The city gas networks in Delhiand 


PETROL z3 


@ Once there is large-scale 
conversion to gas, demand 
for diesel could come down. 
Unless truck traffic shifts to 
gas, Indian Oil Corporation 
does not have much to 
worry about 


N.K. Nayyar, Indian Oil 
"We have been working on 
a three-pronged plan for 
gas for the last two years" 


LNG 


e There may not be scope 
for more than one or two 
LNG projects in the medium 
term, but many of them are 
taking a long-term view... 


Nigel Shaw, British Gas 
“City gas models will 
transform the gas 
sector in India” 


POWER, COAL 


@ Coal will remain the 
dominant and cheaper fuel 
for producing power, but 
being a more efficient and 
Cleaner fuel, gas could be 
competitive in the extreme 
north and south of the 
country 


Subir Raha, ONGC 
He has to ensure that ONGC 
keeps up the nimble-footed 
private oil & gas companies 











TRIBHUWAN SHARMA 


SANJIT KUNDU 


Mumbai together consume less than 2 msemd 
of gas. So, apart from planning city gas networks 
in AP, there's likely to be more innovative uses: 
commercial vehicles on inter-city routes plying 
on compressed natural gas (CNG) as they do in 
Japan and many other countries; gas being in- 
creasingly used to run air-conditioners. 

With takers so hard to come by, the producer 
will have little pricing power. Most LNG players 
like Shell LNG are waiting to see how Reliance 
prices its gas because that will significantly im- 
pact their competitiveness. Explains Shell LNG 
CEO Gerald Kok: “Technically, the KG basin is a 
more complex field. You have to drill deeper and 
also bear the cost of bringing it onshore.” 

Now, most of the Reliance wells are in ultra 
deep waters (deep water: 400 metres plus) — its 
deepest well is at a depth of 1,736 metres. Typi- 
cally, each well costs $25 million-30 million to 
drill, twice as much as offshore fields and almost. 
five times that of onshore fields. "Deep water gas 
is going to cost more," says Chandra. Experts es- 
timate the cost of gas extracted from water 
depths of 800 metres to be around $2.75 per 
mbtu, which could touch $3.25 per mbtu by the 
time it touches the landfall point. So it could cost 
$3.25-3.75 per mbtu to the consumer. Of course, 
Reliance could do better, keeping in mind its 
track record of capital productivity. Equipped 
with better exploration techniques (See 'Re- 
liance Strikes Gold’, BW, 18 November 2002), it 
could substantially improve the success factor 
and thereby keep costs down. But then, the gas 
will have to be transported, which is likely to add 
another 10 cents for every 100 km. 

Last year, NTPC floated a tender for 3 million 
tonnes of gas. It was a prized contract and as 
many as 19 players bid for it, including Reliance, 
British Gas, Shell, Petronet LNG and British Pe- 
troleum. The bidding process is still on, but 
NTPC mandated that it would not pay more 
than $3 per mbtu orless. "At the most; we can af- 
ford a price of $2.75 to $2.80 per mbtu,” says C.P. 
Jain, chairman and managing director, NTPC. 
This may well be the benchmark price for gas 
suppliers like Reliance and other LNG players. 

Experts insist that there are more hurdles. 
The problem with the power sector is that the 
customers, state electricity boards that would 
buy the electricity from gas-based plants, are 
bankrupt. Says Gokul Chaudri, senior manager, 
Ernst & Young: "This threatens the viability of 
the entire chain, all the way up to upstream. 
How can you achieve financial closure for the 
gas development projects?" 

Energy experts like The Energy and Re- 
sources Institute's R.K. Pachauri are clear that 
power sector reforms hold the key. The future of 
the gas economy could well hinge on that. E 
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Imagine Kerala a hundred years ago. 


Imagine being born a Pulaya then. 
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Imagine not being allowed to walk the public roads. 
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Imagine your women not allowed to cover their breasts. 
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Imagine not being allowed to speak your mind. 


m 


Not being allowed to learn. 

Or read. 

Which meant, you were not allowed to think. 

In 1890, a newspaper put out its first editorial. 
A crying call for basic human rights. 

The voice of human dignity. 

And sustained it. Generation after generation. 
Till every Pulaya was literate. 

More. 

Till every man and woman was, in Kerala. 


Imagine. 


Malayala ** Manorama 


You needn't read us to understand us 








branches with over 18 crore accounts. 
Plus, there were the advantages of speed 
to market and lower infrastructure costs. 
For the banks, the 7-15% commission 
was a way to augment their bottomline 
in the wake of falling interest rates, so 
they, too, lined up to partner insurers. 
Globally, bancassurance has had 
mixed results, While in Europe 50% of 
insurance business comes through 
banks, in the US the figure is less then 
2096. Bancassurance is a promising mar- 
keting channel in India even though till 
now it has been able to utilise less then 
5% of the total number of bank 
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| 
BLE success er anew business often | 
spends on how quickly it can | 
ach out to consumers. Last years | 
amendment in the Insurance Bill | 
allowing bancassurance (selling | 

ice policies through banks) was 
a measure to help do just that. 
il then, private insurance com- 
ies, which were allowed in India in | 
000, „had struggled to penetrate the | 
rket. They were quick to seize the op- | 
tunity of riding piggyback on a na- | 


onwide network of 66,700 bank 
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one year, bancassurance has emerged as a 
gr e at channel for private insurers 





Win-Win Relationships 
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Development Credit Bank (62), Deutsche 
Bank (3), Citibank (15), Bank of Rajasthan 
(348), Andhra Bank, Catholic Syrian Bank 
. (329), Bank of Muscat (1) 


` Wsya Bank (450) 


-ABN Amro (12), Lakshmi Vilas Bank (212), 
American Express (6), Canara Bank (2,421) 


Standard Chartered (63), ABN Amro (12), 
: American Express (6), Citibank (15) 


Indian Bank, South Indian Bank (372), 


23-25% 
(60,000) 


10% (25,000) 
50% (16,000) - 
40% (265,000) 


INSURANCE COMPANY PARTNER BANKS (TOTAL NO. OF BRANCHES) BANCASSURANCE (TOTAL | 
ee a NO. OF POLICIES)" | 
ICICI Bank, Bank of India (2,524), Citibank | |. oj | 

(15), Allahabad Pan Med Bank (120), : 15% | 

South indian Bank, Lord Krishna Bank, Punjab! /* 

and Maharashtra Co-operative Bank (300,000) | 

SB! (9,000), associate banks (4,000) 1595 | 

| 
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(153), J&K Bank (150) | 
April-De -December 2002 


| 
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Andhra Bank (1,018) NA. | 
Union Bank, Indian Bank 1095 | 
Corporation Bank (800), Central Bank (3,115), | 
Bank of Punjab (20), Andhra Bank (1,018), | N.A, i 
Nedungadi Bank (150) | 
Karnataka Bank (356), Dhanalaxmi Bank 250; | 
tC | 
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among the last to enter 
already earns 50% 
(Rs 19.5 crore) through its tie-ups with 
four banks. Compared to others, ICICI 
Prudential sells the largest number of 
policies through bancassurance even 
though it accounts for only 15% of its 
business (Rs470crore). . 

Similarly, SBI Life sells 20% of its poli- 
cies through 268 bank branches cur- 
rently. It plans to use all of parent State 
Bank of India's 9,000 branches and the 
associate banks' 4,000. Managing direc- 
tor R. Krishnamurthy says: “For a classic 
bancassurance model to work, selling 
has to be internalised. We are identifying 
2-3 people in each branch and training 
them to sell insurance." Even Birla Sun- 





life sells 25% of its policies through In- © | 


dian, foreign and regional banks. P. 

Nandagopal, director (associate chan- 

nels), is aiming to get 50% of the total. 
business from bancassurance. - 


But some still haven't capitalised on — 


the model. OM KotakMahindrahasonly — | 
one bancassurance partner — Dena 
Bank. Max New York Life has none. 
Though both companies are interested 
in using bancassurance as a marketing 
channel. Says Max New York Life man- 
aging director Anuroop 'Tony' Singh: 
"Bancassurance is the third most impor- 
tant channel after (direct selling) agents 
and corporate agents." Its first bancas- 
surance tie-up is in the pilot stage. 

Even the model itself had some . 
teething problems. Initially, the Insur- 
ance Regulatory Development Author- | 





ity had made it mandatory for a director E. 


ofthebankto undergo training and clear 
an exam before granting a bancassur- 
ance licence. The detailed guidelines, 
which were 
months ago, specified that the person. 


who sold insurance had to undergo D 
training and not necessarily thedirector — — 


Meanwhile, some insurance companies ` 
tied up with banks and adopted the re- 


ferral model. In this, the bank offers ^ 


space and gives references to the insur- 
ance company. Actual selling of insur- - 
ance products is done by insurance : 
agents. Even with the two models, not. 


even 9596 of the total branches in. India . 3 
have been activated as yet. Besides, na- 


tionalised banks face a problem i in iden- 


tifying and trainingstafftosellinsurance . : i 


products. But that is set to change. 
Bancassurarice is emerging asanim- 


portant marketing tool, givenitssuccess . 
in the last one year. In fact, itis poisedto — 
become a key factor in differentiatinga 
successful insurance company from the 2 


rest of the herd. 
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- T 34, Praneet Singh felt fit and 
healthy. The mother of two nei- 
"therhad any major ailments, nora 
| family history of any serious dis- 
ease. But a niggling worry led her 
0 the Max Healthcare centre in Panch- 
heel, Delhi. "I wanted a cervical cancer 
done as I have read that women over 
0 should get it done,” Singh says. She 
'nded up having a full health check-up 
is did her husband who accompanied 
her. The couple shelled out Rs 4,200 for 
the tests. While Singh was given a clean 
by the doctors, her husband was ad- 
sed an exercise regimen. 

India's leading healthcare chains love 
ple like the Singhs. A growing health 
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consciousness among middle- and 
high-income families is heralding a 
brand new business opportunity — pre- 
ventive healthcare. Hospital chains like 
Apollo, Wockhardt and Max say the 
number of people coming in for preven- 
tive check-ups has risen greatly over the 
last couple of years. For such check-ups, 
Apollo now gets 250-300 patients a day | 
compared to 60 five years ago. Max and 
Wockhardt get 20 and 120 patients per 
day today against five and 40, respec- 
tively, just two years back. 

A majority of the people come on 
their own and not under a corporate 
healthcare package. The hospitals, in 
fact, prefer it this way. Corporate clients, 
though aggressively wooed, come with a 
set of problems. "They are fussy, the pro- 


health consciousness spreads, preventive 
althcare is becoming a big business 
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grammes are discinititód ad theii} pay- mo 
ments are always on credit," saysase- 


nior Apollo marketing official. 

“In the organised sector, the year-on- 
year growth of preventive check-ups had 
been 10%. But in the last two years, the 
growth has been more than 20-25% ann- 
ually,” says Vishal Bali, CEO, Wockhardt | 
Hospitals. "This is the emerging face of — 


healthcare — in a transition from illness. — 


to wellness," says Udaya Balasubrama- 
nium, head of the preventive health pro- 
gramme, Apollo Hospitals, Chennai. 

No wonder that hospitals are going 
on a marketing overdrive. Health camps 
and roadshows are held regularly. At 
health camps, packages for common 
diseases are offered at as low as Rs 400 
for five or six tests. Apollo even sends out 
mailers to increase awareness and offers 
discount coupons. The chief adminis- 
trator of Apollo clinic, Gurgaon, Sanchi 
Vasudev, says: “We want 80% of people . 
to come for preventive health checks on. 
their own." Max offers community edu- | 
cation programmes and discounts to at- 
tract people to preliminary check-ups. 

To sweeten the deal, the hospitals of- 
fer attractive terms for the check-ups. A 
standard master health check-up at 
Apollo, for instance, costs Rs 2,250 while 
Max offers six packages, three for men 
(based on age and ranging from Rs 2,450 
to Rs 3,950) and three for women, 
(Rs 2,750 to Rs 4,950). If the same tests 
were to be done separately, it would cost 
over Rs 5,000 per peon, 


vised around common ieat. Woc- 

khardt has programmes for the kidney, 

the heart and diabetes, while Max has 

chronic care programmes for diabetes, 
hypertension, asthma and arthritis. At 
Max, one out of every four patients who 
come for preventive check-ups discov- 
ers he has diabetes and usually enrolls 
for further treatment at the centre. 

For the hospitals, the preventive 
healthcare business is attractive as it al- 
lows them to build long- -term relation- 
ships. The assumption is that a patient 
who has come for a health check-up will 
come back to the same hospital if he re- 
quires any treatment. | 

Hospitals expect the business to con- 
tinue growing for several more years. Af- 
ter all, the potential is immense. The ad- 
dressable population for preventive 
healthcare check-ups in India is about 
160 million. And what's been tapped is 
minuscule. “Till, date, such preventive | 
check-ups would not have exceeded 10 
lakh,” says Yogi Mehrotra, managing di- 
rector, Indraprastha Apollo Hospitals. 


That leaves 159 million still untapped! Bi 
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"Responsibility in not anticipating the 
changes that occurred in the external 
world lies with me. ... The economic value 
of your company has eroded by Rs 368 
million and I take complete responsibil- 
ity for the same..." Rajiv C. Mody, CMD, 
Sasken Communication Technologies, 
in aletter to shareholders in 2002 


AJIV Mody has been doing some 
major soul-searching since writ- 
ing that letter. The last financial 


year was the worst in Saskens 14- , 


year history. Its revenues dropped 
by $8 million (Rs 38.4 crore) and it 
posted a loss of $3.5 million (Rs 2.8 
crore). Mody had to ask his employees to 
take a 2096 cut in salaries. And the future 
looks unclear. Two years after the tele- 
com bubble burst, the markets are yet to 
recover. If a recovery does happen, with 
so much spare capacity built during the 
boom, it is unlikely that the market will 
go back to where it was in 2000. 

But a bad financial year is not what is 
bothering Mody. Nine years ago, he had 
made a big bet on products — today, he 
has to justify that to his shareholders. 

Nine years ago, when the technology 
outsourcing business was just taking off, 
Indian companies were getting ready to 
rake it in. But Mody had a bigger dream: 
Sasken would provide services, but it 
would also build its own technology and 
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Sasken's Kumar (left) and Mody: A change of 
guard as the company enters a new phase 








The end of 
the dream 


Sasken was the first company to bet big on 
products. Now it is forced to shift to services 


license it. It chose to play in the telecom 
market, which is one of the biggest 
spenders in technology. 

Initially, Mody seemed to have made 
the right call. In 2001, Sasken earned 
$14.6 million as royalties and licensing 
fees by selling products like wireless pro- 
tocol stacks (software that enables two 
devices to talk to each other). That is 
among the highest any technology com- 
pany in India has earned from licensing. 
(i-flex and Infosys Technologies boast 
higher product/licensing revenues, but 
they sell high-value enterprise software). 
Due to its product focus, Saskens aver- 
age revenue per employee in 2001 was 
$38,877 — way above the industry aver- 
age of $16,600. That had encouraged 





Mody to double Sasken's employee base 
to 1,057 that year. Sasken also built a 
Rs 75-crore state-of-the-art campus. 

However, after the big tech crash, it is 
the product business that is dragging 
down Sasken’s revenues. Last year, while 
services revenues fell by 18%, revenues 
from product sales fell by a whopping 
64%. Now Mody has to make a difficult 
decision: should Sasken continue its big 
bet on products? Or should it make ser- 
vices its mainstay like every other tech- 
nology company in the country? 

Six months ago, Sasken started focu- 
sing most of its efforts on services. Mody 
streamlined operations and brought 
them under Prabhas Kumar, who, till re- 
cently, headed the networks business. 
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k umar's , appointment as COO is well- 
calculated. Three years ago he moved to 
Sasken from Wipro Technologies. “We 
missed the last outsourcing wave, we are 
not going to do that again. In the next 2-3 
years, services will bring in almost two- 
thirds of our revenue,” says 
G. Venkatesh, head (semiconductors). 

. . Sasken is not getting out of the prod- 
ucts business — not completely. "We will 
continue to invest in products, but we 
< will do it more carefully," says Mody. 
.. Adds Neeta Revankar, vice-president (fi- 
nance): "While, earlier, we would invest 
almost 20-2596 of our revenue in prod- 
ucts, we will now invest only 10-15%”. 
-A small clarification here. Sasken is 
not going after low-end IT services like 
iintaining a banking application. It 
Il only do R&D services — like writing 





software for the next generation mobile 
phones. Here, the customer and the ser- 
vices vendor jointly develop a product 
that goes to the market. That requires 
'ep technical knowl- 
ge as well as market 
understanding. R&D 





work for its products 
business, but with a big 
lifference — in a servi- 
ces contract, the intel- 
ectual property (IP) 
resides with the cus- 
‘omer. The challenge 
or Mody is to get his 
. employees excited ab- 
out that. Most prefer de- 
. veloping products and 
-applications that carry their names. 
... Hence, Mody will have to strike a bal- 
ance between his people's aspirations 
and putting the company back on track. 
He has a revenue target of $28 million-29 
-million for March 2004. That is a few mil- 
-lion short of what Sasken did in 2000-01. 
Its revenues for 2002-03 were flat at $23 
million. A 2096 growth in this market will 
tot be easy, even with the services focus. 
-Mody has also made several changes 
he company’s structure. Sasken now 
has three SBUs: semiconductors, net- 
works and terminal devices. The loss- 
“making Internet access devices division 
has been shut down. In 2001-02, Sasken 
dissolved the corporate R&D group, 
which was set up a year ago to accelerate 
.. product development. Now R&D has be- 
come part of the SBUs, which are profit 
centres. Some Sasken old timers like S.D. 
Sherlekar, vice-president (R&D) (now 
with TCS) and PG. Poonacha, head 
(R&D - signal processing) (now with 
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services are a billion- Revenues (S million) 
dollar industry in India. 
Sasken is doing such 311 
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Texas Instruments) left after the new 
structure was put in place. 


Products vs Services 


With Sasken changing focus, one ques- 
tion crops up: why, in an industry with 
six lakh engineers, is i-flex the only true 
products company? 

Till 1999-2000, after it had establi- 
shed its IP business, many felt Sasken | 
would become a real products company. 
The difference between a product com- 
pany and one in IP is this: the latter can 
sell an IP to a customer only once 
(through a license or a royalty), but a 
product, like an Intel chip, can be sold 
again and again. So, the IP business is 


T: 
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firms,” says S. 
Janakiraman, pre- 
sident, MindTree 
Consulting. 

At one point, 
Sasken seemed on 
the verge of gradu- 
ating to products, 
It launched Internet access devices in 
the local market in 2000. Three years 
later, it gave that up. 

Some of its customers believe that 
the reason Sasken is not a true-blue 
products company is because it did not 
understand how to market its products. 
Others believe the company was never 
clear about what it wanted. “Somewhere | 
down the line they started chasing 
growth like a services company,” says a 
competitor. The company has its own 
theories. Says Revankar: “A telecom 
product is very different from a banking 


ao 


software (one). Since the technology be- | 
| ofourIP business.” 


comes redundant very soon, the win- 
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that raising veal in a India E: a product | 


company is not easy. 


The Future | | 
Moy hopes in hybrid model, with a 





isa market requirement; hi ays. ‘ “The 
boundaries between services and prod- | 


|, ucts are merging: customers today want 
| solutions, and so, technology firms have 


to offer both services and products." 
Take Texas Instruments (TI), which is 
among Sasken's Top 3 customers. Sasken 
runs an offshore development centre for 
integrated circuit design services for TI. 





not scaleable. at ieee ae, E Another group ofits en- 
“There are only a eers works with TI to 
handful of techno- ~ PROFITS PLUNGED rar develop soluti- 

logy companies, Net income (5 million) ons for telecom custo- 

like Arm and mers like a Japanese: 
Broadcom, that handset maker which 

are pure licensing recently launched a 
"PERS cellphone in the UK. 
While the chip inside 


the phone is TI's, 
Sasken has developed 
- an application (it helps 
download video clips) 
that works on the TI 
platform. This is a lice- 
nsing deal that has 
earned Sasken a lot of 
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PRODUCTS WERE HIT - Dm e 
| towards converting 
R&D expenditure ($ million) | these deals into royalty - 
1.28 deals,” says Kumar. 
11 These deals are imp- 





ortant if Sasken has to 
keep investing in tech- 
nology. So it is aggressi- 
vely backing the proto- 
col stacks business. 
Each year, 400 million 
mobile phones are sold 
in the world; all of them 


<= 


E 





HA 


rhs: ARPIT $ 


| 
f 


Sasken is working with 
seven leading semiconductor firms that 
supply chips to handset makers. If its 
protocol stacks get inside a third of these 
sets, it can make $20 million in 3-5 years, — 
with 200 engineers. "Products are woven 
into the genetic code of this c company. I 
cannot imagine a day when we will cease - 
to invest in technology," says Mody. 

Ironically, the real reason Sasken has 
to continue to invest in products and IP. 
is that the services business depends on 
it. Now, technology, and not costs, is the 
real differentiator. Mody says: “Today, 
we are winning contracts against com- 
panies like Wipro and HCL only because 
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UST two years ago, it seeme like a 
gold rush. New drugs were going 
to be found to cure many of the 
diseases known to mankind. 
Genomics, pharmacogenomics, 
high-throughput chemistry were the 
buzzwords. Biotech companies like Cel- 










There are 3 billion 
pairs. Only one in 
about 500 makes a 


difference like toadstools in the damp and raking in 


big-time funds. 
Some were going to map the genome 
(the billion pairs of codes that describe a 


markers in the genome to find which 
were the rare genes that caused diseases. 
A few were building robotics and elec- 
tronics to run through the genome at 
break-neck speed. 

But today, the scene is bleak. The 
stock prices of many biotech start-ups is 
in single-digits. This, even as multina- 






Within the pairs even one 
letter makes a difference. This — *& 
difference is called single nucleo- /& 
tide polymorphism (SNPs) E 





the number of new drugs dwindling. 

So what happened? For a clue, listen 
to Peter Goodfellow. The vice-president 
of drug design of GlaxoSmithKline said 
in a lecture at the National Centre for Bi- 
ological Sciences (NCBS) in Bangalore: 
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THE NEW DRUG DISCOVERY CHAIN 


DISEASE GENES. 





era and Sequenom were cropping up | 


human DNA). Others were going to find | 


tional pharmaceutical giants see the - 
cost of finding new drugs spiralling and. | 


SNPs mean you have | 
blue eyes or a disease | 
| disposition 


DRUG TARGETS 


"If any members of the press are here... 
When you write 'new cancer drug found 
— hope for millions’, write ‘in 15 years’ in 
the brackets." His point is that expecta- 
tions from the industry were high. Peo- 
ple invested as they wanted to save lives; 
they were not told that biochemical re- 
search is complex and takes years. 

So, if nothing is going to happen for 
the next 10-15 years, should Indian firms 
like Ranbaxy Laboratories and Dr. Red- 
dy's Laboratories, or research organisa- 
tions like the Department of Bio Tech- 
nology (DBT), or NCBS, or the National 
Institute of Pharma Education and Re- 
search in Chandigarh invest in tech- 
nologies that cost millions of dollars? 

Well, ves. Drug design is undergoing 
a fundamental change and biotechnol- 
ogy is the industry of the future. It will 
also be a big user of information tech- 
nology. So, if India has to be competitive 
10 vears from now, investments have to 
made today, especially to create skills. 


The Road To The Future 

The main problem with drugs today is 
that their efficacy is low. The 10 rule says 
a drug works on three people, three dont 
take it, in three there is no harm or bene- 
fit and in one, there are adverse effects. 


Gains of new drug discovery 
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Charles Cantor, founder of San Diego- 
based biotech startup Sequenom, says: 
“In the US, the doctor begins treatment 
with the cheapest drug (for insurance 
purposes) and changes it (to more ex- 
pensive drugs) when it does not wor 

To address this problem, all stages of 
the drug discovery process are undergo- 
ing changes. Drugs are small molecules 
(under a molecular weight of 400) that 
attack a target (or a protein) and either 
prevent it from working, or enable it do 
something. Till recently, there were only 
300-400 targets for drugs to attack. So, 
the first area was to look for more targets. 
Today, there are an estimated 3,000- 
4,000 targets. Once a target is found, it 
has to be validated across many people 
with the same disease. To find a lead 
molecule or a chemical that can work on 


the target, many firms today have a bank | 


of chemical molecules that they have ei- 
ther synthesised or collected from 
across the world. If the lead molecule is 
‘manufacturable’ and 'druggable, sam- 
ples have to be tested in clinical trials. 


Ride The Genomics Wave 


Cantor is sure that we are now close to 


personalised medicine. Diseases are 
caused by both genetic predisposition 


are 10 years away. Should India invest now? 
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and the environment. But we treated the 
symptoms of a disease, not the cause as 
there was no way to detect genetic pre- 
disposition. In thelast few months, how- 


ever, technology has progressed rapidly | 


— the accuracy and speed of measuring 
genetic variation. 

"Looking for genetic variations in 
human beings is like looking for Ashoka 
Hotel in India. But if 1 gave you a high- 
way map of India and a Delhi road map, 
it becomes easier," points out Cantor. 
The human genome, which was map- 
ped two years ago, is like a highway map; 
genetic variations in human beings are 
like individual places along the roads. 

The human genome mapped 3 bil- 
lion pairs of what could be called the 


code of life (See "The Genome Code Of | 


Life’). The letters A,C,T and G are the nu- 
cleotides (organic compounds), ade- 


nine, thiamine, guanine and cytosine | 


that combine with each other in pairs. 
The pairs form a sort of a twisted ladder. 
The 3 billion pairs of the four letters are 
similar for most human beings. In fact, it 
is estimated that there is only about 0.1% 
variation between human beings. 


Disease Markers Show The Way 
Now, most of these 3 billion pairs do 
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nothing. There are 30,000-50,000 genes 
in the human genome that actually per- E 
form functions. There wasalotofenthu- . 
siasm that once these genes, which con- = 
trol the production of different proteins —- 
in the body, are found, the related dis- - 
eases would be found easily. But it turns 
out that there are very few single gene — 
diseases like cystic fibrosis (which, in — 
any case, is very rare) or Huntingtons | 
Disease. Most others are more complex. — 
If a person suffering from cancer hasa 
gene with a predisposition towards cam 
cer, he also, probably, does not have a 
gene that prevents tumours. | 
So the game now is to find patterns in 
the genome that are common across hu 
mans with the disease. There are many 
ways of looking for patterns. In 1996, 
some scientists concentrated on the 
small variations in the genome, 
The variations could even be one- 
letter changes, called single nucleotidi 
polymorphisms or SNPs (pronounc 
snips). There are other complex se- 
quence variation patterns too, SNPs are 
the most basic. All differences in human. 
beings, like eye or hair colour, are pe- 
cause of these one-letter changes. Many 
human beings also have a predisposi- 
tion to diseases because of such varia- 





































SRP SHARMA 


MAGAZINE OF THE NEW ECONOMY f 53 Y BUSINESSWORLD 31 MARCH 2003 


NAMAS BHOJANI 


SCITECH | DRUG DISCOVERY 


tions or a combination ofthe variations. 
The way to locate target SNPs is com- 
paring patterns of a population with a 
particular disease with that of a healthy 
population. The sample would have to 
be carefully chosen, for example, people 
of similar ages. As in most target finding, 
there is bound to be a lot of noise — tar- 
gets that turn out to have no connection 
with the disease. However, the technol- 
ogy to locate SNPs has improved and it is 
now possible to look for them in large 
samples quickly and accurately. 
Sequenom and companies like Or- 
chid BioSciences , Millennium Pharma- 
ceuticals and Nanogen are working on 
technologies to discover, identify and 
catalogue such SNPs. Selling Seque- 
noms half-a-million dollar machine and 
consumables which help look for SNPs 
in large samples quickly is what brings 





lations, identifying SNPs common to 
people with a disease would be hard. 

The chances of finding disease-caus- 
ing patterns are higher if a family’s 
genome is available for generations and 
it has some genetically-inherited dis- 
ease. In fact, biotech start-ups like 
deCODE in Iceland and Autogen in 
Tonga in Polynesia and a government- 
funded foundation in Estonia are com- 
piling the genetic data of nearly half the 
population of their respective regions. 
These populations have remained fairly 
homogeneous over a long period of time 
and records of the people are easily 
available for a few generations. 

Diseases like schizophrenia, hyper- 
tension, obesity, diabetes and cardiovas- 
cular ailments are genetic and, globally, 
companies are working on them. But 
SNPs are different for different races. 


Sequenom's Cantor believes we are quite close to personalised medicine 


Cantor to India. Wipro Biomed, the dis- 
tributor for the machines in India, is cur- 
rently talking to DBT, run by Samir Brah- 
machari in Delhi University, to sell one 
such machine. DBT has set up a research 
firm, Genomed, along with Nicholas Pi- 
ramal and is looking for genetic varia- 
tions that causes drug-resistant schizo- 
phrenia, type II diabetes and asthma. 


The Big Inheritance 


The same disease or symptom could 
also be caused by different one-letter 
changes. For example, schizophrenia 
could be caused by different genetic 
combinations in different populations. 
And these genetic combinations are in- 
herited. In countries like India and the 
US, where there are many ethnic popu- 





Hence, Indian companies targeting In- 
dian markets will have to work on trac- 
ing such SNPs. Also, global companies 
looking for targets look at different pop- 
ulations to see if there are markers com- 
mon to these populations. The more the 
number of people with same cause of 
the disease, the bigger is the market. 


Finding What The SNP Does 


Once the combination of SNPs is found, 
then their biological function needs to 
beunderstood. This helps one find a tar- 
get that needs to be attacked. In most 
cases, the target is a protein. Then one 
can identify the drugs that can help cure 
the disease, or prevent its onset. 

There could be various types of drugs 
that can help here. "Some diseases could 





be treated using the traditional small or- 
ganic chemical molecules, most of 
which break down a protein. Some other 
diseases might need more complex 
drugs which work in other ways, like 
gene therapy," says Cantor. Studying 
drug reaction due to genetic variation is 
called pharmacogenomics. 


Round Bottom Flask To The Chip 


According to Goodfellow, most medi- 
cine is still likely to be small molecules. 
But now, many samples of these poten- 
tial drugs need to synthesised. Here, 
‘high-throughput’ is the key. Today, 
thousands of compounds can be syn- 
thesised and tested in one go as the 
round-bottomed flasks of the lab get re- 
placed by micro wells on a chip. 

Since the laws of physics are com- 
pletely different at a micro scale, the face 
of chemistry is also changing. It now in- 
volves alot of robotics. Also, a lot of it will 
be virtual, and the results will only be 
seen on a computer. According to Krish- 
namoorthy Narayanasamy, business 
manager (lifescience) of Wipro Biomed, 
this is an area where India has, tradition- 
ally, had alot of strengths as we have alot 
of biodiversity and have a history of syn- 
thesising compounds. 


Short Time To Diagnosis 


Finding SNPs could also put the onus of 
healthcare on individuals. The SNP ma- 
chine could be used as a diagnostic tool. 
If you know that you have a predisposi- 
tion towards a particular disease, you 
can control your lifestyle. 

It could also reduce the cost of clini- 
cal trials. Earlier clinical trials were run 
on 'average people' or just a random 
sample of people. Now trials may only 
need to be run on specific people, who 
can be identified by using such SNP ma- 
chines. Sequenom claims that Glaxo- 
SmithKline is already working with this 
technology for clinical trials of one its 
drugs. Roche, the Swiss pharmaceutical 
company, is working with deCODE. 

In fact, clinical trials is a big opportu- 
nity for India. The method is lengthy and 
has a lot of processes. Trials are held si- 
multaneously across the world and a lot 
of data is generated. That automatically 
means analysis and management. Here 
Indias skills in IT can bea big help. 

In fact, the 10-15 years that it takes 
for the drug discovery process from start 
to scratch may be reducing. But that will 
be known only over time. Meanwhile, 
early-bird companies that soak up 
knowledge and pull through despite fail- 
ures can hope to benefit. What is health- 
care about, if not hope? E 
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| 1. Which company would you associate with bi 
(a) Sony Pictures Entertainment 


SE NETT REIR ETE Mu ann iS a 


Sails inst sie iia ee a S E 


ockbuster films like Spiderman, XXX and Men in "um p 


(b) Paramount Pictures (c) Universal Studios (d) Warner Bros 


(a) nd Kher (b) Dino Morea 


| 

i 

| 2. Whois the brand ambassador for IBP9 
| 

| (c) Jackie Shroff (d) Aamir Khan 
1 


| $i In which book did Charles Bin introduce the concept of a ‘shamrock organisation’? 
| (a) The d 1 Unreason 


(b) The bili Raincoat | (c) Gods id Mii i (d) Beyond C ertainty 


~ Who is the TE of the National Saey aone Board? 


| (a) Verghese Kurien (b) Amrita Patel (c) Sharad Pawar (d) Murli Deora 

| 

| 9. Which company does not have an animal as its | logo? 

(a) Metro- e oe: (b) Merrill ee (c) Peugeot (d) Audi 

| 

| 6. Pick the wrong combination of brand and company? 

| (a) Boroplus-Himani (b) Pepsodent-HLL (C) cad Pidilite (d) Sweekar-HLI. 

| PR E MM M re eS T EESE S. 
| 1. Futures and options trading in a stock exchange is called: 

1 (a) Derivatives bons. (b) b n Pod (c) Buyback nd (d) None of the above 


8. Which company has launched a cricket credit card al ong with TOME Dhartered Bank? 
(a) IBP (b) Air Sahara (c) Reliance (d) BPL 
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| : or This Harvard Business School associate professor wrote Selling China, a book which s 
. Chinese economy led to the massive inflows of FDI into China. 


(a) Tarun Khanna (b) Peter Bol 








(c) Yasheng Huang (d) William C, Kirby 





| 10.*Who owns Red, the radio channel in Mumbai? 
i - e Bennett, Coleman & C idu (b) Mid Day 





Multimedia (c) ind Media (d) Music Broadcast 
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The first contestant to give ail the correct answers on the website www. iid edu/bq will get g cash 
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Answers to AMITY BIZQUIZ # 78 


Elixir is the in-house magazine of which pharmaceutical company? Dr. Reddy's 

Whose autoblography is called Just For Fun and I$ co-authored by David Diamond? Linus Torvalds 
. Which celebrity has opened a gym called Est in Hyderabad recently? Mohammad Azharuddin 
. Larry Bossidy made a mark for himself as CEO of which company? AlliedSignal 

. Which tyre company claims that its car radials have Pirelli technology? Biria Tyres 

, Psychological contract, a term to denote what an employee may expect from his employer, 
thinker? Edgar Schein 


7. Which bank has launched Suvidha fixed deposits? [DBI 
8. Progeon is the business process management company of which Indian software major? infosys Technologies 


9. What's the name of Indian Television Academy's recently launched glossy magazine on the television industry? GRE! 
10. Which country spends the maximum percentage of its GDP on R&D? Sweden 


Winners of AMITY BIZQUIZ # (7 


| Pune 2, Aashish, Delhi 5. Nimish Joshi, Kolkata 4. A. Krishna Pillai, Kozhikode 3. KAVN. Murali, Thiruvananthapuram 


1, Suneet Kheterpal, 
8. P. Sambhu Prasad, Guntur 7. Piyush Modi, Kolkata 8. Srinivas Duvvurl, Secunderabad 9. Hema, Delhi 10. Saurabh Trehan, Kolkata : 


was coined by which management 
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Do You Subscribe to: Businessworld [} Business Today © Business India L] india Today C] Outlook L1. 
Please send me more information on Amity 5 
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Answers (Tick one) 

1. 2. 3. 4. 5. 6. rg 8. 9. 10. [siimi your answers online at - 
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Rules and regulations 


as This contest is open to all indian citizens except employess (ond th 
of entry forms. All entries will be treated as the prope of Businessworld @ Businessworld reserves the right fo terminate or extend the contest at any tima; ort | 
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body of knowledge, comprehensive curriculum, quality courseware, case study 
method and rigorous examinations. The candidates will be exposed to inter 
alia Accounting Standards (Indian, International and US GAAP), Management 
and IT interface, Information Systems Audit, Business Strategy and Management 


Control Systems. 
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The CPA Program offered by the ICFAI University in India is different from the CPA Programs offered in other countries. 
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SHELLEY SINGH 


EET Julie. She is young, attrac- 
tive, lives in Seattle and has a 
boyfriend, Simon, who works 
with United Airlines. But Julie is 
no ordinary person. For one, 
she never sleeps. And her eating habits 
will put even Seattle's most anorexic 
party animals to shame. In fact, Julie 
does not eat. Ever. Yet, she has the energy 
to work 24/7. 

If you are wondering how she does it, 
let us spill the beans: Julie is a computer. 
But not just any computer. She isa V-rep: 
a virtual call centre agent who can talk to 
and understand customers. So is Simon. 
(He ‘met’ her on a blind date.) 

Julie and Simon are just two of the 
V-reps that represent the online 
helplines of about 100 companies today. 
Julie's siblings could take any shape as 
they are computer-generated images — 
sometimes animation, sometimes pho- 
tographs of real models — that answer 
customer queries in real time, on the 
Web or on the phone. 

And how do they work? "The heart of 
the V-rep is software that matches patt- 
erns, selects best-fit responses, 'under- 
stands’ conversational context and then 
selects action automatically from the 
questions that customers ask,” says 
Aaron Rosenbaum, vice-president of 
Native Minds, a California-based soft- 
ware firm that designs V-reps for compa- 
nies including Coca-Cola, Ford Motor 
Company and American Express. 
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Las silicon takes over 
low-end.call centre jobs 


So what are V-reps? Think of them as 
ultrasophisticated bots that can respond 
to Web-based customer queries. Their 
job is much the same as that of those 
bright kids that troop in and out of the 
call centre in your neighbourhood. 

So is it the beginning ofthe end of all 
those call centre jobs? Take Daksh e-Ser- 
vices, a 2,000-person business process 
outsourcing company in Gurgaon near 
Delhi. About 3096 of Daksh's work is 
Web-based customer interaction. CEO 
Sanjeev Aggarwal says: "This market — 
email-based customer care, interactive 
voice response services and even hu- 
man intervention for routine questions 
like credit card balance and consign- 
ment status — is targetted by V-rep de- 
velopers. This could be hit if 
V-reps become clever, taking away jobs 
from humans. But at present, the impact 
is marginal." 

According to US-based Forrester Re- 
search, if, say, 100 people were to inter- 
act with a bank or telecom company 
over the Web or the phone, 8076 of the 
responses are tackled through touch- 














Ananova (middle), the newsreader, is 
probably the most famous V-rep today. 
Pepsi and Unilever, have Lisa (top) and 
Katie ( 







far left), respectively, to help you 
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tone technology. V-reps would have no 
problem taking over this market. The 
other 20%, which needs human inter- 
vention and is worth $100-billion, is the 
market that V-rep developers are target- 
ting. What it means is this: if, today, US 
companies are outsourcing work to In- 
dia to cut costs, tomorrow they could use 
V-reps to save even more. That too, with- 
outlosing the human touch. 

Julie's ‘personality’, for instance, has 
been programmed at SpeechWorks In- 
ternational, a Silicon Valley firm special- 
ising in speech recognition software, 
and Intervoice, which offers converged 
voice and data solutions. At Amtrack, the 
cash-strapped US railway company, she 
(or is it 'it'?) answers 70,000-odd calls re- 
garding schedules, fares and reserva- 
tions daily — not easy considering Am- 
trak covers 46 states and has a 35,000-km 
network. Julie has been so successful 
that Amtrak has laid off 100-odd people 
at its call centres. 

But Aggarwal does not believe that 
V-reps are clever enough to handle all 
kinds of jobs today. He adds: "Processes 
do get automated and then you have to 
move up the value chain." 

Vikram Talwar, CEO of the Noida- 
based exl Service.com, says: "FAQs (fre- 
quently asked questions) and routine 
queries are being handled by V-reps. 
There is still a lot of time to go before this 
technology is perfect. It will not affect 


| companies doing high-end work like 
| analysing performance of firms." 


But developers think otherwise. Don 
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Runyan, the president of Finali Corpora- 
tion, a V-rep developer, says: “Virtual 
workers play the same role as a live cus- 
tomer service representative. If the vir- 
tual agent cannot answer a question, it 
will ‘escalate’ to a live agent via online 
chat or email.” In fact, if a cardholder in 
the US contacts American Express over 
the Web, the query is initially handled by 
its V-rep, Dean. Only when he is unable 
to handle it, is the query ‘escalated’ to 
the banks back office near Delhi. And 
the customer never figures that out! So 
in future, American Express may not 
need more people to answer Web-based 
queries. Call centres like Convergys and 
software majors like Oracle are also ex- 
perimenting with V-reps. In fact, both 
are investors in Native Minds. Rosen- 
baum says: "V-reps take care of high at- 
trition rates at low costs. And they are 
constantly improving as more and more 
FAQs are pre-programmed." 

The cheapest V-rep you can get from 
Finali or Native Mind costs $100,000 
(Rs 48 lakh). At present, only a few of 
these have been deployed. As these get 
mass-produced, which developers ex- 
pect will happen in three years, costs 
should start falling. 

The more sophisticated Julie, who 
handles phone calls, burned a $4-mil- 
lion hole in Amtrak coffers. But with the 
kind of work she handled, the company 
says the payback came 'within a year. 
Amtrak even says that voice systems cost 


25€ a call now, down from about $5 
per call when a humanis on the line 
— savings on salaries and call cen- 
tre costs. 

V-reps also bring other savings. 
An average call centre person has to 
be undergo four months of training. 
Turnover rates are 20-25%. Togeth- 
er, it means that training is a recur- 
ring expense and, for an entry-level 
agent, it could run into four mon- 
ths’ pay, or Rs 28,000-32,000, even 
though both V-reps and humans 
read from the same scripts. No such 
loyalty problems with the bots. 

So, as more companies look for 
ways to cut overheads, V-reps will 
gain currency. Corporations like 
AT&T have realised that a V-rep can 
cut the cost of answering a custo- 
mer service call to as little as 10€. 
Since most large US companies get 
several million calls a year, the po- 
tential savings can be big — big 
enough for the companies to have 
increased their spending on V-rep tech- 
nology by more than 6096 in 2002 to over 
$500 million, says Forrester Research. 

Humans can hardly cope with such 
stiff electronic competition. "This used 
to be rocket science," says Finali's Run- 
yan when asked about the ascendence 
of V-reps. "But now the technology sim- 
ply plugs into the software that's running 
a companys website." V-reps s also get 
better the longer they are in service be- 


The U- -reps: Not Wholly Human Yet 


BW: DOES FORD SELL FLYING CARS? 
KATE: Contact our dealer 





U-reps fire Here 
COMPANY 


V-WORKER 





Target market size: $100 billion 
Low-end call centre work like FAQs, routine Web- 
based query handling 


cause their programmers can add re- 
sponses to the most common questions. 

How soon will V-reps oust humans? 
As of now, they have their shortcomings 
— they are limited by pre-programmed 
vocabulary (See ‘The V-reps: Not 
Wholly Human Yet.) 

To overcome this, Native Minds uses 
a patented technology to assign mean- 
ings based on the context of the conver- 
sation. “Once computers start assigning 
meaning to things, it changes the land- 
scape of peoples relationship with ma 
chines. The goal of this is to allow hirian 
like conversations,” says Rosenbaum. 

Rosenbaum says customers, too, will 
take to V-reps as, in many cases, they are 
better than humans. “You cannot get 
through (to humans) without waiting 
and they often do not have the right in- 
formation.” Much of their popularity 
will depend on how fast V-reps can be- 
come life-like. Ford’s Kate is stumped 
when asked if SUVs fund terrorism. The 
president of cellular operator Sprint PCS 
ordered Claire, the firm’s V-rep, to un- 
dergo a personality upgrade. She infuri- 
ated customers by sounding enthusias- 
tic when they called in to complain 
about billing or service disruptions. 

Just a fortnight ago, British Telecom 
announced the opening of two call cen- 
tres in India with 2,200 people to answer 
directory inquiries from the UK, That's 
the kind of work cut out for V-reps. Does 
it mean a coup by the V-reps? Perhaps 
not. Eventually, they will coexist with hu- 
mans, with the humans moving up the 
value chain and the V-reps upgrading to 
be as real as it gets. = 
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AY happy birthday to the cellphone. This month, the 
mobile as we know it, turned 20. Back in 1983, when 
Motorola launched it, the DynaTAC 8000X was a 
whole foot long and then some — all 13 inches and 
28 ounces ofit. It had one hour of talk time. But users 
didn’t care. The whole idea of being reachable anytime, any- 
where impressed customers so much that thousands were 
willing to buy it. And never mind the $3,995 it cost either! 

The initial few wireless users (about 3,00,000 of them 
worldwide) asked for nothing more than the privilege of be- 
ing able to make wireless calls. Now there are over a billion 
users (to treble by 2007 according to research firm Probe) 
and for them, the mobile isn't about talk anymore. Today's 
cellphone had better be able to sing for its supper. Or better 
still, play MP3 and take pictures of the neighbour's wife. To- 
day's cellphone has to inform, entertain, organise — and 
impress the hell out of everyone. One supposes it must be 
that nebulous phenomenon they call convergence. 

Forthose of you who think cellphones should attain ulti- 
mate 'vanillahood' and stick to being utility devices, there's 
lots to grumble about up ahead. At the CeBit show in Ger- 
many, most of the major handset makers launched a flurry 
of new phones — none of them particularly plain vanilla. 
Samsung debuted its SGH-i500 GSM/GPRS tri-band smart 
phone and it's the first to use the Palm OS 5 operating sys- 
tem. It also has multimedia capabilities, a 330,000 pixel dig- 
ital camera that supports a 65,000 colour TFT-LCD display. 
Panasonic also launched a wide range of phones. They 
aren't just full of features, they're light as well. 

Nokia, whose CEO Jorma Ollila co-inaugurated CeBit 
with German Chancellor Gerhard Shroeder, let loose a 
range of new phones that had interesting add-ons like digi- 
tal pens and flashlights and lenses — in addition to music, 
multimedia, camera and mobile service capabilities, of 
course. It also launched the 810, a car phone, and the 3300, 
not to be confused with the existing basic series of phones. 
There's nothing basic about the new 3300; it’s Nokia's sec- 
ond MP3 phone and has full-fledged MMS, 
support for 32ME games, ringtones with 
wave audio (so you can use any music as 
your ringtone). It looks a bit like the teen 
phone 5510. 

Sony Ericsson launched its 2003 line of 
phones, all of them with colour displays, 
cameras, games, and Bluetooth connectiv- 
ity. One of the exciting phones from Sony Er- 
icsson is the P800, it's first PDA-phone combo. 
It was actually unveiled about a year ago but has 
















Sony Ericsson seems to have fitted everything they 
possibly could into the P800, a tri-band PDA-phone 


MORE THAN JUST TALK 


MALA BHARGAVA 






finally arrived now. It will cost Rs 39,995 in In- 
dia. The P800 is no ordinary phone. Taken ; 
separately, you may find its features in / a 
other phones. But together —what a pack- | Esene Or 
age! It has a stunning clear wide screen | fo ~ 
(208x320 pixels) display hidden behinda | 
detachable keypad-flip. It doesn't just | JL 
support 12-bit (4,096) colours, which in | f, 
itself is delightful, but is touch-sensitive | [zz 
as well. The phone comes with a neatly | 
tucked stylus. What's fun is watching 
someone try and find it for the first 
time; in fact, some people find the stylus 
too unsubstantial. The P800 is the first 
phone to use the customisable pen- |... 
based user interface based on Sym-  / ** 
bian 7.0. With a jog dial and an easy ^— 
interface, it’s easy to use. You do not 














aana 





have predictive text, but can usea The P800 has 
virtual keyboard for messaging — everything — MP3, 
camera and 


which is a big relief for the SMS- 
weary thumb. 

As if all this were not enough, it is 
mobile messaging service (MMS) capable, has a digital 
camera, can play video and audio, has MP3, and 12Mb in- 
ternal memory plus a 16Mb memory stick. It also has an in- 
frared port and Bluetooth. And if all that is not enough, it 
has handwriting recognition, a calculator, a viewer for read- 
ing Word, Excel, PowerPoint and Acrobat files, email that 
can be synchronised with your desktop PC through Out- 
look, and oh, did I mention, games like Men in Black! You 
can even get “force feedback” through the vibration mode if 
you enable it to do so. 

The P800 uses a BST-15 battery with 400 hours of 
standby time and 13 hours of talk time. It takes four hours to 
get charged and ready to use. It certainly looks like Sony Er- 
icsson fitted in everything it could into this PDA-phone. 
Don't expect it to be small and light. Its size compares fine 

with PDAs and it is definitely better than carrying both a 
phone anda PDA. 
It is the ability to send and receive photographs, mu- 
sic and business-related information while on the 
move that's likely to get users to upgrade to better cell- 
phones in the near future. And although there may 
be forces that sour the economy and markets right 
now, mobility is likely to be the next megatrend, 
one that's likely to impact many areas of life — 
specially entertainment — rather substantially. 


vlewers for files 


Mala Bhargava is with Cyber Media (India) and edits 
Computers@Home. You can email her at malab@cmil.com. 


MAGAZINE OF THE NEW ECONOMY (X BUSINESSWORLD 31 MARCH 2003 


MIGRATION 
AUSTRALIA/ 

NEW ZEALAND 
(MARA AGENTS/ 


NZAMI REGD.) 


ARE YOU / SPOUSE LT PROF / CA / 
TEACHER / ENGINEER / NURSE‘. T. HAIR 
| DRESSER / AC MECHANIC / CHEF WITH 
| WORK EXPERIENCE, WE CAN HELP YOU 
(TOGET PERMANENT RESIDENCE VISA. 


WE ALSO ASSIST I.T PROF/TEACHERS 
FOR WORK PERMIT VISA TO AUS/UK. 


NIKIM CONSULTANCY | 


No.7, Gimar Apts, Gymkhana Road, Near Prem 
Nagar M. C. F. Club, Borlvali(W) Mumbai - 92. 


Ph : 022-2807 9417 / 2808 6438. 
E-Mail: nikimmumbai i» vsnl.net 





For all occassions and seasons 


“Pea rells Lirwes 





Tel : 022-25206960 / 255207044 


(A UNIT OF SHREE BALAJI TRANSPORT CO.) 


47. Parbodh Mension, 4th Floor, 
Dana Bander, Mumbai - 9 

Tel. : 23754646 / 56336905 
Telefax: 56336906 

A/C : 011 - 23534424, 44425 


Wooden Crates, Wooden Box, 
Gunny Pack, Corrogated Roll, Air 
Bubble, Paper Cutting, Thermacol, 
Carton Box, Polythene 


























Head Office & Display Center : 
Janak House, Opp. I.O.C. Depot, Sheikh Misry Road, Wadala (E), 
Mumbai - 400 037. INDIA. Tel. : 91-22-2412 0171, 2413 0407 
Fax : 91-22-24139870, 2418 0637. E-mail : janak@bom3.vsni.net.in 





ENERGY SAVINGS IN 
The INTELUX - Intelligent Regyrilaie year = 





Lighting Control System of Italy, 
is one of the pioneers in 
Energy Management for : 

Q Commercial Offices 

Q Industries 

Departmental Stores 

Q Super Markets bu. : F- 
Q Street Lighting en T aside 
A Sports Complex "AM | 

Q Airport Terminals na 

Q Warehouses 



































Recent pp ref.: 
Reliance (I) Ltd. 
Wipro Ltd. 

CITIBANK N. A., 
Colgate Palmolive 
Castrol (I) Ltd. 
Mastek Ltd. 

Imax Theatre 
Blue Dart Express 

+ J. P. Morgan 

+ Monsanto Chemicals 
The Great Eastern 
Shipping Co, Ltd. 




















Return of 


Distributors for India 4'te 2years 


= Te T — 
215 Lighting 
40, Madhuban, Mahakali Caves Road, Andheri (East), Intelux 


Mumbai - 400 093. India. Tel: 91-22-56916105 / 06 / 26875170 
Fax : 91-22-5693 8822 * E-mail : beltech@vsnl.com INTELLIGENT LIGHTING CONTROL 


ENERGY SAVING IS NOT AN OPTION. ACT NOW !! 

































FULL LOAD ALL OVER INDIA, E & 3 2 f£ . 
NEPAL & BANGLADESH STO «Il Ce 4* 4 n ry 
REGULAR SERVICE BENGAL,NEPAL ar ox e SPA Awa ABD, 
& BANGLADESH ^C" '-— _ 
A A LCA e e 4 (- - 
4 T Pa. - = dD 
-Á t SLLERC br e 
r^ e 
Frequent changes of undergarments 
for long suffering people with A C ti it 
medical conditions, are now a thing 
imported diapers for adults 


of the past. Thanks to Actifit Diapers 
for adults. 


Here's why : 
Hygienic 
Convenient 
No wetness 
No leakage 
Adjustable tape 
WETNESS INDICATOR 





ote, f 


PATIENT — — Available in 
CARE Caring with Dignity packs of 5 & 10 
EQUIPMENT| | Pec 


m incontinence m Post pregnancy m Bedridden patients m Urinary problems 


Pune : Tel 020-4023886 Fax : 020-4023887 email : shubhame@veni.com Agra : 9837354086 Ahmedabad : 25507852 
Ahmednager:2321607/8422220179 Akluj:222033 Allshabad:2652445 Banglore:9845081578/3562094 Baramati:24388/24785 
Bardoli : 225134 Baroda : 2431412 Baruch : 263072 Belgaum463103 Chandigarh : 2629073 Chiplun : 255268 Dehradun 
2728446 Delhi Central : 23587082 Delhi North 27429013 Delhi South : 26250545Delhi West : 25332852 Goa 9822627125 
Godhra : 248987 Hyderabad : 24615077 ichelksranji : 2424122 Jaipur : 2545756 Jalgaon : 2233679 Kanpur : 2317316 Karad 
:227916Kolhapur : 2549520 Latur 2413512 Lucknow : 2490266 Ludhiana : 2535375 Malegaon : 2430122 Mehsana : 257908 
Miraj : 222768 Mumbai : 9892152064 9620561507 Muzafarnagar : 2661292 Nagpur : 5611524 Nanded 232877 Nasik 
:2305852 Navsari : 250380/257358Parbhani : 220433 Phaltan : 220426 Ratnagiri : 27652 / 9822488861 Satara : 235190 Surat : 


2470821/2770729 Valsad : 246185 Vapi : 2462557 Varanasi : 2330695 
Ankit Advtg. P. Ltd, 





E-SOURCING 


SHWETA VERMA 


UCH was expected of the B2B 
virtual marketplace in India in 
2000. But like all else in the dot- 
com space, it did not take off. 
However, in 2002, the online 
charge has finally happened, largely due 
to some smart strategy shifts by vendors 
in the e-procurement space. 

The last year saw a huge rise in the 
number of companies in India resorting 
to e-procurement. From practically neg- 
ligible in 2001, sourcing transaction val- 
ues went up to over Rs 3,000 crore in 
2002. All the three big players in this 
space reported healthy growth. 01mar- 
kets, a division of Wipro Infotech, for in- 
stance, added 50 more customers to its 
existing 30. The volume of total transac- 
tions in 2001-02 was Rs 210 crore, up 
28096 from Rs 55 crore the year before. 
What's more, parent Wipro now con- 
tributes only 596 of its total business. 





0lmarkets' clients include ICI, Ballarpur 


Industries, HDFC and Gillette. 


Leading US-based e-sourcing 
firm FreeMarkets has sourced 
nearly Rs 3,000 crore in market vol- 
umes in two years. Similarly, India- 
markets is handling Rs 150 crore 
worth of transactions every 
month, which is again over 200% 
more than the Rs 50 crore recorded z 
the year before. The company has = 
about 150 clients, including Bri- @ 
tannia Industries, Marico, Maruti, 
the Aditya Birla group, Cadbury, 
Coca-Cola, Tata Tea and Godrej. 

Besides conducting reverse 
auctions, today the service 
providers are offering a range of 
additional services — from IT and 
business consulting to web host- 
ing, training, business process 
management and security. "By provid- 
ing additional services we are not only 
able to service our existing clients better, 
but can also attract more new ones," eX- 
plains Mythily Ramesh, vice- president 
and business head, 01 markets. 

With the B2B e-business market fi- 


Vendors had to rework their strategies to 
make e-procurement finally take off 


Bu 
- SHIFT 
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indiamarkets’ Ajila has 
kept pace with changing 
customer demands 





THE e-SURGE 







$3,133 
Independent 
software vendors’ 
e-sourcing revenues 


$2,359 


$1,666 


2001 2002 2004 2005 


2003 


Source: Aberdeen Group 


nally showing signs of maturing, more 
and more firms are looking at the Net as 
a useful means of achieving cost savings, 
business efficiency and, most impor- 
tantly, quick returns on investment 
(ROI). Since sourcing of materials is the 
single largest expense incurred by most 
firms and e-procurement cuts that cost 
substantially, it is natural for companies 
to go for it. Research agency Aberdeen 
projects revenues for independent soft- 
ware vendors providing e-sourcing tech- 
nologies and services will 
grow from $1.14 billion in 
2002 to over $3.1 billion in 
2005, a compounded annual 
growth rate (CAGR) of 39.8% 
Clearly, there is a huge market 
potential waiting be tapped. 


Market Dynamics 


E-procurement was intro- 
duced at the peak of the dot- 
com boom, but as the market 
began collapsing, procure- 
ment service companies were 
forced to rethink their strate- 
gies in order to survive. They 
began shifting focus to strate- 
gies and technologies that 
would actually meet business 
needs and generate value for 
all, including the vendors 
themselves. 

For instance, O1 markets, 
which was à pure reverse auc- 
tions firm till a year ago, has 
now decided to add two new 
services — consulting and so- 
lutions. Says Ramesh: "Our 
approach now will be to pro- 
vide an end-to-end solution. 
Being a Wipro company, our 
strength in solutions is al- 
ready proven, so we are going 
to have an edge there." 


Photographs: NAMAS BHOJANI 
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FreeMarkets, a leading global sup- 
plier of e-sourcing software and services, 
has taken advantage of its huge multina- 
tional customer base to make inroads 
into the regional market. The company, 
which has long-term software develop- 
ment and business process outsourcing 
(BPO) plans for India, claims to have al- 
ready captured a 60% marketshare here. 

Indiamarkets, which started about 
three years ago as an information direc- 
tory of suppliers and dealers, has today 
developed domain expertise across 150 
industrial segments. It has set up over 42 
e-business centres spread across the 
country and created a validation model 
to ensure reliability. “I guess these are 
some fundamental issues that had to be 
addressed. In a country like India, even 
Net access is a major hurdle. Moreover, 
many small and medium enterprises 
may not have the right skills to handle a 
transaction well. So, we have experts at 
all our e-business centres to assist the 
customers,” says Rohan Ajila, CEO, 
Indiamarkets. 


Differentiating Factors 


The increasing customer demand has 
meant more pressure on the vendors to 
carve out their niches, provide better 
services and expand reach. “What used 
to be a one-off reverse auction to do pri- 
ce negotiations has now become a com- 
plete outsourcing project,” says Ajila. 
According to Gartner, a number of 
factors have to be considered while 
choosing an e-procurement service 
provider. Customers look at cost, exist- 
ing relationships, total solution (design, 
build, run), industry-specific skills, busi- 


ness process expertise and so on. As of | 


Aberdeen research indicates that the following factors are driving the increasing 


adoption of e-sourcing: 











0imarkets’ Ramesh says that 
providing additional services has 
helped get new clients 


now, it is mainly the large enter- 
prises that use e-sourcing. But as 
the market develops and the mid- 
sized enterprises also begin to see 
the benefits, there could be faster 
growth. Aberdeen estimates that 
an average mid-size organisation 
can expect to save almost $2 mil- 
lion every year through the use of 
e-procurement technologies. 
Although reduction in costs re- 
mains the topmost priority of cus- 
tomers, it is the other value-added 
services that make a difference. 
“The customers are certainly be- 
coming more aware. Before going 
for any such solution, they criti- 
cally evaluate all the e-procure- 
ment applications based on cost 
benefit analysis, flexibility and in- 
tegration bility,” says S. 
Sabyasachi, analyst, IDC India. 
Vendors all over the world are 
gearing up to meet the rising ex- 
pectations of customers. On the one 
hand are solutions companies like Ariba 


and CommerceOne that are adding new | 
| reach, O1markets is now focussing on 


services or entering alliances to offer 
more holistic solutions. On the other 
hand, pure online exchanges have re- 
alised the importance of a strong offline 
presence. 01markets, Indiamarkets and 
FreeMarkets are the e-sourcing firms 
that have been able to create a signifi- 
cant base in India. 


The Bottomline 
Interestingly, each player is building 


m 


E Weak economic conditions and continued pressure to reduce costs and improve 


the performance of the supply chain. 


The 


relationships. 





MEAS 
BASE 


practices. 





scit | 
lil Renewed corporate focus on strategic sourcing in | 
order to control costs and establish optimal supply chain | 


lll Lack of sufficient infrastructure and expertise within 
the enterprise to support efficient and strategic sourcing 


knowledge management and analytical technologies that 


are designed to automate and enhance the organisation's 


sourcing processes and decision-making 


lil Rapid returns on investment, cost savings, and even the self-funding potential 


of e-sourcing solutions 


| 

| 

| 

E Advances in Internet-based negotiation, collaboration, 
| 

| 

| 


E Significant and quantifiable benefits of early e-sourcing implementations | 


E-SOURCING 








strengths in its own unique way, with no 
set business model for growth. While 
FreeMarkets is expanding its geographic 


improving its bottomline. “Organisa- 


tions with faulty business models and 


no vision for profitability, have failed. If 
you rely solely on an online business 
model, you would find it difficult to 
reach profitability as compared to those 
that use an online-offline combination," 
says Ramesh. 

Like in other developing fields, ven- 
dors that have been quick to realise their 
mistakes and reworked their strategies 
towards a more solid business model are 
the ones that have survived. As e-sourc- 
ing firms expand their base across geo- 
graphies, they also need to realise the 
significance of localisation. According to 
a Gartner report: “As enterprises imple- 
ment new e-procurement applications 
rather than web-enabling their existing 
solutions, service providers need to cul- 
tivate skills not only around the leading 
and emerging procurement applica- 
tions, but also with local vendors that 
could offer lower prices.” 

Multinational firms that failed to 
make a mark in India were ones that did 
not focus on local needs and did not re- 
alise that the Indian businessman is far 
more worried about ROIs than his West- 
ern counterpart. However, now with 
new-improved vendor strategies and a 
better portfolio of services, the market is 
in a better position to take off. Ld 
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INSURANCE 


n this last one year, the insurance 
- has grown rapidly. Most of 

the private insurance companies 
have entered the market aggressively. 
Thus there are a host of policies avail- 
able in each plan category both in the 
life and non-life segment. New players 
have entered the fray, joint ventures 
agreements have been entered to, ban- 
cassurance is taking off with almost all 
banks marketing one or the other 
insurance policy, training schools for 
insurance business have been set up, 
management institutes have included 
courses on insurance in their curricu- 


INSURANCE - MORE 
JUST A TAX 
VING TOOL 


THA 


lum and the insurance sector is seen as 
an industry providing ample avenues 
for employment. The consumer today, 
has more choice than ever before and 








is being wooed ardently by all insur- | 
ance companies. From his point of | 


view, he is confused to say the least. 
Traditionally insurance especially 
life insurance in India has been viewed 
more as an investment with good 
returns or as a form of saving tax and 
not as a means 
of securing ones 
life for the bene- 
fit of the near 
and dear ones. | 
General insur- MS. $ 
ance was 
restricted to the 
ubiquitous car 
insurance and 
medical insur- 
ance. As Sandeep Bakhshi, Managing 
Director and CEO, ICICI Lombard 
General Insurance Company Ltd. says, 


Sandeep Bakshi 


MD & CEO ICICI Lombard 





' Insurance 


“insurance has been primarily sold 
and bought as a tax saving tool and 
therefore the focus has been on life 
insurance. Insurance for its primary 
goal - security against uncertainty -has 
not been promoted enough. Now, 
most insurance companies are endeav- 
ouring to do this, which will bring the 
focus back to insurance covers like 
personal accident, home insurance 
etc.” 

The first step towards changing 
this mind set came last year with the 
Finance Minister reducing the tax ben- 
efits available on insurance premiums 





paid. So on a gross income of Rs 1 lakh 
to 1.5 lakh the rebate of 20% stayed, 


_ while for category between Rs. 1 lakh | 
| to Rs. 5 lakhs it was reduced to 15% 


and for income over Rs. 5 lakh no such 
benefit was available. 
was 
brought under the 
service tax net with 
5% service tax. )j 


Orne key to success lies 
in customization of 
products to suit the 
needs of the clients, 

customer-centric 


PROMOTIONS 


and 9% to be borne by the govern- 
ment. Also on the anvil is a restruc- 
tured pension scheme for Central 
Government employees. All new 
recruits to the government sector will 
have basket of pension plans to choose 
from. Self employed individuals and 
non government employees can also 
join it on a voluntary basis. On health 
insurance, he has launched a commu- 
nity based universal health insurance 
scheme, where an individual can be 
insured for Re. 1 per day (Rs. 365 in a 
year) and there are more options avail- 
able under it. 








All this is a clear indication of 
things to come, that: 

a: with tax breaks on insurance 
being progressively reduced, insur- 
ance will in the long run be seen more 
as a means to securi- 
ty as a protection 
against uncertainity 
whether it is life or 
assets of the individ- 


In this year’s aee ual. 
budget the Finance M E pm dies Pisis b: pension funds 
Minister has hiked the ke: tal $5 : ad will rule the roost 
i for all serv- a em € and 
DEDE ea effective distribution 
ices to 8%. channels, technology c the most 
He has launched and above all conduct important - health 
the much talked about of the companies to be insurance for all. 
Insurance X Pension above reproach. For the insurance 


Scheme for senior citi- 
zens to be launched 
by LIC called the Varistha Pension 
Bima Yojana, whereby citizen above 55 
can by depositing a lump sum get a 
monthly pension calculated at 9%, the 
difference in the market rate of interest 
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companies, this is 
good news as a 
change in the mindset of people would 


| mean a greater acceptance of their 


products and increase in the number 
of policies sold. Already there is a per- 
ceptible difference, as R. 


watever it takes to keep 
| your business running 








e company. 
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INSURANCE 


Krishnamurthy, Managing Director & 
CEO, SBI Life says, “Yes, the landscape 
is changing but in an interesting way. 
Astonishingly, in rural and semi-urban 
areas where one doesn't expect to see 
insurance business being hot, pure 
protection products are selling like 
hotcakes." 

Given the 
competitive 
environment, 
each player is 
putting in place 
a multi pronged 
aTrategy. 
Bakhshi outlines 
six factors 
which he thinks 
are the key to 
. success, “customization of products to 
suit the needs of the clients, customer- 
centric approach, adequate capital & 
contingency capital, efficient & effec- 
tive distribution channels, technology 
and above all conduct of the compa- 
nies to be above reproach." 

And it is each of this factor that the 
players are seeking to address. Take 
for example LIC, which amongst other 
aspects is actively working on efficient 
settlement of claims. It settles over 
30,336 claims amounting to Rs. 50.24 
crores every working day, nearly 85% 
of maturity claims are settled on or 
before the date of maturity and about 
85.2% non-early death claims are set- 
tled within 30 days. 

ICICI Lombard has increased its 
capital from Rs. 110 crore to Rs. 220 
crore because of "opportunity require- 
ment". As Bakhshi explains, "In our 
case, it is the latter. An increase in cap- 
ital increases our retention levels of 
premium income and this will in turn 
enable us to retain a larger proportion 
of the risks in our own books rather 
than pass it to overseas re-insurers. 
This would also increase the profitabil- 
ity of the company if no claims arise 
from the risks underwritten. This will 
also help our aggressive expansion 
plans for the coming year, especially in 


R. Krishnamurthy - 
MD & CEO. SBI 





retail segment and in IT.” 

SBI has a collaboration with Cardif 
S.A. of France and Krishnamurthy 
adds, “Our objective is to the bring the 
benefit of life cover to the largest num- 
ber of people in this country. Our busi- 
ness philosophy is not to restrict our 
products to cities, to the rich and elite. 
That kind of orientation would need a 
different structure in terms of market- 
ing, recruitment, cost structure, etc.” 

Policies are being developed keep- 
ing in mind the requirements of the 
customers. At ICICI Prudential, for life 
insurance business, the keyword is, 


“we understand that different people | 


S believe that the bank 
assurance model has 


have their own sets of 
needs at various stages of 


PROMOTIONS 


consumer product and the consumer is 
definitely the king. 

Bakhshi adds, “the field is aggres- 
sive. There are now 12 players in the 
general insurance business as com- 
pared to the earlier 4 and that makes 
competition a lot fiercer. It also forces 
players to put on their thinking caps 
while identifying needs for products 
and services. Our strength will be our 
strong IT-enabled capabilities. We 
have already introduced a slew of 
products and have a well-balanced 
portfolio. We are a major player in per- 
sonal needs, business needs, travel and 
health, project insurance, liability 
products, profes- 
sional needs and 


their lives” so there are a : e rural products. 
host of policies available great relevance in India. We have also built 
Is aha he! thal ; The 60,000 customers RRE : 
o cater to the disparate that I acquired in one expertise in spe 
needs of the consumers - shot in Gulbarga cialized products 


from retirement solu- 
tions, endowment poli- 
cies... LIC has also 
become aggressive in 


through bankassurance 

model would not have 
come if we had gone 

through the traditional 


and those that 
require complex 
product develop- 
ment skills." 


bringing out policies puebla SBI: Life has 
catering to individual R. KRISHNAMURTH tasted ^ success 
customer needs. with its pure term 
Similarly the other players in the life , plan in the rural area, as 


insurance and the general insurance 
business are identifying their niches. 
In the life insurance business players 
have moved in aggressively with a 
basket of offerings for individuals and 
groups. There are pension policies, 
maha life policies, money back, 
endowments, pure term plans.... It is 
also possible to buy combo plans by 
which the consumer can get the com- 
bined advantage of two plans. The 
private players like ICICI Prudential, 
ICICI Lombard, SBI Life, Tata AIG, 
AMP Sanmar, HDFC Standard, Om 
Kotak, Birla Sun Life, ING Vysya, Max 
New York Life, Royal Sundaram, have 
brought with them a renewed vigor in 
the market. The hitherto passive mar- 
ket has become charged up market 
shares in terms of number of policies 
sold are being calculated. Insurance 
today is being marketed more like a 
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Krishnamurthy says, “we are selling 
pure term plans as group protection 
plans through branches of SBI and 
rural banks to their customers. We are 
selling these plans to anyone in the age 
group of 18 to 60. It costs a customer as 
little as Rs. 10 per month for a Rs. 
25,000 cover. If the customer dies dur- 
ing the term of the policy, his nominee 
gets the maturity proceeds. We have 
covered 3 lakh people in the last 4 
months." 

The other major development 
insurance companies are focusing on is 
setting up of an efficient, effective and 
penetrating distribution channel. 
Having been around for a longer time 
period, LIC has one of the largest net- 
work in the country. Spread across 
seven zones, it has a network of over 
2000 branches and it has over 9 lakh 
active agents servicing consumers 





Only you can give life. 
That’s why we protect yours. 


Our tribute to the Indian woman is an insurance scheme that understands 
her needs and covers her accordingly: 





T-No. 160 
Today’s woman deserves something special 





Life cover upto Rs. 25 lacs e Eligibility: 18 to 50 years of age e Money Back 
after every five years with facility to encash at will e Guaranteed Returns for 
first five years and participation in profit thereafter e Life cover continues 
despite non-payment of premium for a limited period e Female Critical Illness 
Benefits e Congenital Disability Benefits for newborn children 


For more details contact your nearest branch or LIC agent. 


Life Jusurance Corporation of India 


Peet age 


Insurance is the subject matter of solicitation | WWW licindia.com 
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across the country. Krishnamurthy 
says, “we cater to the wealthy as well 
as to masses, with the help of a strong 
active force of about 2000 agents. Soon 
we will be selling life covers at all the 
branches of SBI and a few other banks 
as well, with whom we are talking for 
marketing our products. Eventually, 
the bankassurance channel will be tak- 
ing care of the mass products while 
agents will be dealing with niche and 
complex products.” Bakhshi reiterates 
that distribution channels should be 
made more efficient to cater to 
needs in a cost-effective fashion. 
Tie-ups and alliances with 
banks, FMCG firms, telecom 
companies and the like will 
go a long way in achieving 

this. 

Bancassurance, where- = 
by insurance policies are © | 
being sold through bank- Me d 
ing outlets is being | 
viewed as a distribution - 
channel for mass market- bi 
ing. Krishnamurthy talks _ _ 
of how his experience in * — 
Gulbarga, Karnataka — 
where their method of sell- © 
ing through the Krishna gf 
Grameena Bank has been very 
successful. Nearly 60,000 cus- 
tomers of the bank have taken the 
pure term plans. The simplicity of 
the paperwork and a self declaration 
by the customer of his good health 
makes the whole process a cake walk. 
"| believe that the bankassurance 
model has great relevance in India. 
Also, the economic cost of selling 
insurance through bank branches is far 
lower compared to alternatives. The 
60,000 customers that I acquired in one 
shot in Gulbarga through bankassur- 
ance model would not have come if we 
had gone through the traditional 
'agents' structure." 

Bakhshi emphasizes the needs of 
the appropriate distribution channel, 
"distribution approaches rely heavily 
on the channel to sell products. Some 
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of the non-life products, like personal 
accident, home, travel insurance etc, 
are low value premiums that need to 
be distributed through mass distribu- 
tion channels other than the tradition- 
al channels. The private insurance 
companies have started new distribu- 
tion channels like bancassurance, tie- 
ups with travel companies, telecom 
firms, direct marketing 
etc., 




















which are 
more cost effective distribution chan- 
nels for these products. The idea is to 
service the customer better while at 
the same time protecting our bottom- 
lines by keeping distributions costs 
low.” 

The IRDA has laid down guide- 


| lines to safeguard consumer interests. 


The capital investment norms ensures 
that only financially viable companies 
can set up insurance business. Also 
stringent norms have been laid down 
for actuaries of insurance companies, 
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to prevent mismatch of asset-liabili- 
ties, solvency margins.... There is also 
a code of conduct for the agents so 
that the customer is not misinformed. 

Though certain aspects still have 
to be tackled, a grey area is the calcu- 
lation of returns on policies when 
shown as illustration to the potential 
consumer. Since the calculation is 
based on an expected rate of return, 
and there is no regulation on this rate, 
the consumer can be misled by a more 
than realistic estimate. In the West, 
there are strong bodies which moni- 
tor various compliance issues like 
claim settlements, conduct of 
the agent etc. like the 

Insurance Marketplace 
Standards Association in 
US. Similarly in UK the 
Policyholders Protection 
Board ensures that policy 
holders get some percent- 
age of their entitlement 
even if the insurance 
company goes bust. There 
— is need to set up such bod- 
ies. The consumer is con- 
; fused over the plethora of 
Be & policies available. 
= ' Also following the debacles 
|] ; ' in the mutual fund industry, 
L7 there are fears on the viability 
' of the company say 30 or 40 years 
hence, the safeguards if the compa- 
ny goes bust, the legal recourse avail- 
able, what if the insurance company is 
wound up in the absence of being able 
to find a buyer and so on.... And on 
these the consumer needs to be edu- 
cated. 

A transparent, ethical functioning 
of the companies will help the indus- 
try achieve its milestones. Bakhshi's 
sixth on the code of conduct being 
above reproach is very valid if con- 
sumers are to move from looking at 
insurance as just a tax saving or 
investment tool but as a safeguard 
against uncertainity. Li 
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credibility that SBI Life inspires. A name that thousands of fam 
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N jiš shore aril sweet foreword, 

.R. Narayana Murthy calls this a 
ust-read for anyone interested in 
India’s knowledge economy. That's a 
bit sweeping, for this is not quite the 
ripping, the-road-ahead kind of racy 
'ad ‘anyone’ would take to in a hurry. 

tyes, candour comes more easily to a 
wer than it does to an Infosys 
man writing an official foreword.... 
he Knowledge Economy in India is 
ssentially a collection of research pa- 
ers, complete with densely-packed 
otes and references. Not quite my pre- 
'rred leisure reading, specially when | 
ried to read it like a book and began at 
'very beginning. The introduction left 
very gloomy indeed. There's page af- 
age of gloom: ICT (information 
ommunication technology) penetra- 































nt nti-globalisation aie. 
* But if you skim through and start 


HE culture of Indian politics is an 
defined area, stretching across 
he borders of political sociology, 
where political cultures shape the 
fate — and after-life — of tradi- 
. This aspect evidently weighed on 
; Nandy as he embarked on this 
udy, which examines the scope, limits 
d the ultimate fate of some key con- 
n the mainstream culture of poli- 
hat constitute the dominant public 
deology of the Indian state. 
~ Nandy believes that state-formation 
nd nation-building everywhere is 
ething of a criminal enterprise. He 
ntifies some of the commonalities in 
relationship. between society and 
: the colonial legacy, the dominance 
E evelopment debate that tends 
wards megatechnology and the over- 
cus on national security. Nandy 
joints 0 a poignant anomaly today: the 
‘modern state demands sacrifices from 
3 the citizens in the name of security, but 
. isunable to ensure their security! 
—. The book notes that simultaneously, 
"the concept of a multinational, multi- 
ethnic and multicultural state as correc- 
tives to the idea of the unitary nation- 








with the chapters that catch your eye, 
you'll find the background to some of | 
the refreshing success — and failure — 
stories hidden in there, to draw learn- 
ings from. Industry people looking out 
for case studies and best practices will 
probably zoom in on the chapter on Mo- 
torola's India experience if they are not 
deflected by a long introduction to Indi- 
a's software performance. 
Quoting Harvard Business 
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1991 and went to con [ Level 5 i 

record-setting two years. It makes a 
case study: howa’ 'clean-sheet approach’ 
and a beginning sans customers, pro- 
jects or targets translated into a fanatical 
focus on the process; the value of the six- 
week induction programme as a cul- 
ture-building exercise; the maturing of 
the customer relationshi ip from delivery- 
to-spec to participative; | the project 
reviews by cross- -functional 


Review, Soumitra Dutta groups. And everything i is 
cites Motorola measured at Motorola. 
as one of the ex- eu THE KNOWLEDGE - Nice insights for oth- 
ceptions to the - ECONOMY IN ers to think about — 
majority that a INDIA | : both within and 
mostly — taps | Delile RN outside software 
subsidies and _ EditedbyFrank-- = —— development. 

cheap labour, ' JurgenRichter& |^. A good next 
rather than use Parthasarathi ^ stop for the knowl- 
their India base Banerjee edge-industry in- 


to build up cen- 
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sider is the chapter 


tres of expertise | _ Pages: 308; special on angels, venture 
to attract talent. »* price £55 capital (VC) and entre- 
Motorola's India preneurship, where 


development centre started in 
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state is emerging as the idea of a civil | 
state, an attempt to monitor the state by | 
those outside the political arena. An- | 
other strand is the re-emergence ofan- | 
archism of various hues. While these | 
processes are on the anvil, none of these | 
poses a major threat to the culture of the 
nation-state asa dominant force. — 
Nandy reviews the process of nation- 
building in India and its interaction with | 
the culture of dissent. In his analysis, | 
which uses the tools of social psychol- 
ogy, he lays bare the fact that for the last. 
150 years, Westernised, middle-class In- | 
dians have directed the course of the | 
state's political culture with 
its inbuilt suspicion of gras- 
sroots and participatory 
politics. Nandy believes the 
votaries of the state-ori- 
ented frame of politics grew 
suspicious of the Gandhian 
emphasis on cultural tradi- 
tions and did away with 
Gandhi and the political 
participation of subalterns. 
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ASHIS NANDY i is with the Céntie & for ihe 
Study of Developing Societies, Delhi. He 
began his career as a clinical psychologist 
and sociologist and has worked in some 
of the least familiar areas of social science - 
such as scientific creativity, futuristic — 
studies and the politics of knowledge. x 


One can identify two facets of the 
emerging demand by those who were 


denied participation in political 
processes. On the one hand, the oppres- 
sive state apparatus unleashes violence 
against the marginalised- and, on the 
other, the marginalised interpret their. 





predicament asa counter to the state- s 


centred culture. It is these inter-related | 
processes that have influenced the pub- 
lic consciousness in India. 

The book, while dealing with the is- 
sue of secularism, underscores the 
painful fact that religious tolerance z 
the state cannot guarantee tolerance ir in. 
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a darun diroùgh a “Funding 101’ 
Some of these basics are useful today 
when people are wondering why VC 
_ funding dropped so sharply in 2002-03, 
or why so much of funding was 
unutilised and returned. The authors 
run through the relationships between 
angel, entrepreneur and VC, all nicely 
Simplified. For instance: if an angel in- 
. vestor gives $1 million start-up capital 
and takes a 10% stake, that's a pre- 
 Amoney valuation of $10 million. A suc- 
cessful angel associated with a start-up 
. hasamuch better chance of VC funding. 
And the angels first big risk is if the start- 













which i is “broad: 
based mobilisa- 


religious society. 
: he book draws 






ism Sane counter | 
idi have beceme items 


; excitement- du middle 
id in their folk theory of terror- 
san unquestioning faith in 
] Me LUE Thus, state 





its policies and programmes, 
e domestic and the interna- 


. Theb ok focusses on the.central is- 
sues confronting Asian and African in- 
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Al K-JURGEN RICHTER is the Asia director of the World 
onomic Forum. He has held senior management positions with 


nee in Tokyo and New York 


d 


atYssksseeesaeesuseerekoramesknesseseona *t*4e2^55»XES*4x5 


: THE ROMANCE - 
OF THE STATE 


And the Fate of —- 
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Tropics -. 
"By Ashis Nandy - 
Oxford University - 
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up does not get VC funding — and the | 


angel stands tolose all his funds. Theau- 


thors describe the role TiE (The Indus 


Entrepreneurs), which is now open to 
‘non-Indus' membership, has played in 
promoting and growing tech start-ups: 
from providing avenues for angels and 


VCs to finding opportunities to invest in 


to mentoring budding entrepreneurs in | 
the 'guru-shishya' mode. i 
Other chapters in the book include 
one on IT as an engine for broad-based 
growth, strategies for facing global soft- 
ware 'hypercompetition, and, believe it 
or not, "the psycho-pathology of globali- 
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tellectuals living in post- 
colonial societies. 
Haunted by the 
ghosts of their colo- 
nial past and the 
dreams of prog- 
ress that their par- 
ents dreamt, peo- 
ple today need to 
look for alterna- 
tive forms of na- 
tion-building, Nan- 
dy says. He rejects the 
conventional idea of 
democracy in which the 
authoritarian state remains 

wedded to conventional development. 
Coming as it does on the heels of the 
Gujarat pogrom, this study draws atten- 
tion to many aspects of the nation-state 
that are taken for granted and demands 
a more robust democracy where the vic- 
timised find their own voice. B 
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Prakash Louis is executive director of 


| theIndian Social Institute, Delhi 
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- THE KING OF TORTS 


. Carter, the protagonist in John 


- case of a young man 


. almost overnight. 


































cluding the decimation o i 
by multinationals). TI | 
biotech chapter on plant bree in 
era of privatisation, 

This book is something of a 
from the outside: most authors ares 
emics from outside the IT industty à 
most are US-based. That adds up io are 
freshing viewpoint though. indi 
insiders could have swung from 
congratulatory to the self-dej 
or got lost with internal ind 
or short-term challenges. Po 
the time, inclination and need 
ously research the Indian IC] 
story, this is good to keep on the 
and pick the chapter or two th 
to you. Unfortunately, few know 
economy insiders have the leisur 
tience to read through an aca 
analysis. Those who do so will 1 
much, or at least get fresh perspec 
But by and large, this collection of 
makes a good textbook for the 
searching Indian IT industry's (iy 
success story — most probably i 
versities outside India. 
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Pages: 384; price: $27.55. 
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HE office of the public defend 
is no place for a bright young | 
igator. That is exactly why Clay 


Grishams latest offering The King. 
of Torts, longs for a l 

more challenging job. 
Carter does not know 
what he is in for 
when he takes up the 


charged with a 

street killing. As he 
= probes deeper into 

his client's back- m 
ground, he finds himself in the 2 
middle of a complex case against ` 
one of the largest pharmaceutical : 
companies in the world. This case © 
changes Carter's life FORME — - i 











ersonal computers, 
chines, 


ital Dri 
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Canon imageRunner 5600 


one. It provides a total 
management solution. Such a solu- 
tion permits easy integration of pa- 


«Dea major layers in the laser Mul- 
tifunction pue area are Xerox, 


Canon, 


alin one S market for the cal 

endar year January to December 
2002. "Interestingly, printing is one 
of the least checked IT expenses i 

an organization. Currently, print- 
ing costs amount to up to 3 percent 
of an organization's total operating - 
expenses. If companies print stra- 
tegically rather than looking at the. 
cost of the printer (which is only 5 
percent of the total printing cost), 
then the total cost of printing will 
be reduced." says V Krishnan of HP. 


that tàe Indian. 
r has : definite 
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Document management isn't child's play. It takes international expertise to customise it to fit 
diverse organisations’ individual needs. That's where we stand apart at Gestetner - because we 
put your documents to work for you, no matter what your business size, employee strength or 
working platform. Our knowledge, expertise and ability to work across various platforms makes 
it possible. Our singular customer focus approach is to delight you with top-of-the-line 
consultancy backed by state-of-the-art products. 


From small enterprises of barely 10 people to large, centralised reprographic operations 
catering toa 1000+ workforce, we have the right printing/copying/faxing/scanning solutions 
with the right combination of software and hardware. These range from stand-alone printers to 
network printers/scanners. Together, ushering in next-generation solutions with a range that 
includes the world-class Smartnet monitor, document server, LAN fox, paperless fax, delivery 
scanners, centralised network management, document portal... you need it, we have it. 


Putting all this within your reach are our Crown Jewels. They are the 26 branches of our 
nationwide service network connected by Lotus Notes and a dedicated 
ERP system for prompt communication and response. In nine cities, 
our branches are geared to provide on-site service through an on-line 
service module exclusive to Gestetner. That's how the health of every 
machine is constantly monitored to sustain our drive for 98.5% 
uptime. A unique benchmark in the industry. 





Call for our document consultants 


for cost-effective solutions. Gestetner 


Total Document 
Solutions 


Call for no obligation demo: 
DELHI 011-2335 2646, KOLKATA 033-2243 7413, 





GUWAHATI 0361-254 3591, MUMBAI 022-5663 3888 AHMEDABAD 079-658 8709, 


PUNE 020-553 9459, CHENNAI 044-2833 0560, HYDERABAD 040-2330 8006, 
BANGALORE 080-229 0665 VIZAG 0891-255 3466, MADURAI 0452-252 2694 
or fax 011 - 2335 3485 or email: anil.arora@gestetner-india.com 
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INFOCOM 2002 | PROMOTIONS 


KT - Sunrise industry for the East 


T: global trends not withstanding, , enabled industry in this region. At Infocom 








| creation of Community Information 
Information Communication 2002, whether it was the Minister for IT and | Centres. Understanding the agarian nature 
Technology (ICT) industry is being | Communication, Pramod Mahajan or Chief | ofthe economy and that no improvement in 
heralded as the sunrise industry of the | Minister Buddhadev Bhattacharya or the | the economy of the North East States is 
Eastern region. And seems to be plenty of | CEOs of various organizations or other | possible without taking this into account, 
action, international IT majors are coming to | political leaders all agreed that this industry the Ministry of IT inaugurated the 
the city in a big way. Sun Microsystems is | afforded the East plenty of opportunities. | Community Information Centres in 
planning to set up its second development | The states can by cashing in on the boom in | Guwahati. These centers are operational out 
centre in Kolkata while the software giant | this knowledge intrinsic sector give a boost | of 487 Blocks in the seven NE states and 
Oracle Corporation, is going to recruit 1500 | to their respective economies. | Sikkim. There is tremendous scope for using 
IT professionals this year. Top Business ^ ^ What makes the East an attractive | this system for improvement in agriculture. ! 
Process Outsourcing companies like | investment option are its pleasant dust free ^ Added to this is the pro-activeness of the 
Cognoxiant Technology Soutions are | atmosphere, educated English speaking | governments in creating a platform where 
looking at Kolkata to start their operations. ^ population (there is a huge talent pool of | ICT companies can function and realize 
West Bengal is leading the way to become | 280000 graduates, 80% of whom are English | their potentials without any hassles. 
fully e-governed with an elaborate . speaking), What is further heartening is that 
statewide area network. IT parks are being x ERA E companies are looking at multi locational 
set up with all infrastructural facilities, + ARAE T A call centers and BPO oursourcing 
The telecom market is growing $ | cd business within the same country. 
rapidly and as per Nasscom, |. 4 e. There are plenty of opportunities 
the industry maintained a. - A » d available in this area, as 
29% growth with an export X pce Lm A .Dhinakaran D, Deputy 
turnover of Rs. 36600  |^* ED od D. ED _ Sue. Genera! Manager Avaya 
crores. This growth rate fe Ns det p -— -— 5... [ndia, says, “organizations 
according to experts is YONN 9 à 2 that are outsourcing 
sustainable for another5- MOr THEE 





















"me presently are mainly from 
7 years. | a VII Ro EA $ - US, Western Europe and 
So all in all, this spells "A B. cam F: [A Japan. India is presently. 
boom for the eastern region. ^ "WM E | a getting offshore business 
With Kolkata leading the way to "=$ Lo coming from US, though Europe 
capitalize on this gold mine of has started looking at us more 


S (NN eed 
RM seriously now." So, with business flowing 


East that set the ball rolling for infocom . ' | in to India, it is a question of marketing 
2002. The aim of this Businessworld - | technical institutes of repute, infrastructure the Eastern sector aggressively to 
Nasscom summit was to bring to focus the | in terms of connectivity is set to improve ^ companies to set up base. 

potential in the East for ICT. As K P | with investments from Reliance & BSNL, - The opening of an eastern office of 


Unnikrishnan of Sun Microsystems India | setting up of technology parks with all ^ Nasscom is just the first step. Infocom 
Pvt. Ltd, said, “the next five years will be | infrastructural facilities. Apart from this, the ^ 2002 brought under one roof all IT heavy 
significant both for the east and India. The | cost of operations is lower in the East when | weights, be it the private sector, 
Eastern region has been showing significant | compared to other centers. And to pave the transnational companies or the 
growth over the last two years in the IT | way for investments in Kolkata and other | government machinery, to showcase the 
sector and has attracted many national & ^ North Eastern states and Sikkim, the City of | potential of the area. Infocom 2003 to be 
multinational companies to set up | Joy has to reinvent itself as the City of ICT. | held in December 2003, looks at taking 
development and consulting bases. The Plenty of steps are being taken to | this initiative forward, to build on what 
talent pool in the region is yet to be tapped.” | promote the East, with Kolkata as the hub, | was achieved at the maiden venture. m 

There is a general feeling that there is | as the next stop for all ICT majors. Ofthisan | — — —— ~~~ 
good potential for IT industry and IT | important development has been the CHITRA BALASUBRAMANIAM 
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HE war in Iraq has begun. It is too early yet to say 
how long it will last, and whether there will be a 
chain reaction that unsettles the whole region, but 
this much can be said: America has let its fears over- 
ride its common sense. 

A victory in Iraq and the dethronement of Saddam Hus- 
sein are unlikely to help America achieve its substantial ob- 
jectives. In fact, the attack is likely to turn more Arabs into 
terrorists, not less. It is likely to make fundamentalist forces 
in Islamic countries more popular, not less. It is likely to 
weaken the global coalition against terrorism, not 
strengthen it. And it is likely to make the world less eager to 
accept American leadership, not more. 

This is a pity. Till a few years ago, as the only remaining 
superpower, America seemed destined for unrivalled, un- 
questioned global leadership. This wasn't so merely be- 
cause of its military and economic might. It was 
also because of the kind of open society that 
it has built, and the kind of values that it 
espouses — freedom, democracy, multi- 
culturalism.... America was the coun- 
try the world looked up to whenever 
there was a crisis in the world, 
whether in Kuwait or in Kosovo. 

And then, Bush happened! In the š 
very first year of his presidency, Bush 
proceeded to tear up global treaties 
and agreements that had been created 
with much care. The Kyoto protocol on 
environment protection was under- 
mined, the ballistic missile treaty with Rus- 
sia was thrown into the dustbin, and the idea of 
a World Court was dismissed out of hand. It was as if 
Bush and his team of advisors had a single-point agenda: 
the diplomatic equivalent of telling the whole world that it 
can go and fly a kite, America will do what it thinks is good 
for America. Why? Because IT CAN! 

That is the language not of a leader, but of a bully. De- 
spite all that, the world rallied around America when it was 
attacked by a band of mad men led by Osama Bin Laden. 
When Bush decided to retaliate by pulverising Afghanistan 
and sacking its ludicrous, medieval regime, almost every 
country worth its UN membership supported America. 

With its policy on Iraq, Bush has squandered the 
groundswell of support that the US gained because of 11 
September. That’s a pity because practically everyone 
agrees that Saddam Hussein runs one of the most tyranni- 
cal dictatorships in the world today. Everyone agrees that 
Iraq, and the rest of the world, would be well rid of him. And 





THE BALANCE-SHIFET OF WAR 


When the war is won and Saddam is gone, America 
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ask itself: but was the war worth it? 


veryoné i 
. a asif eres that Saddam will remain a threat to world 
P. Add long as he continues ruling Iraq. In essence, most 


grid agrees in general with the US view of Iraq. And 
S been a surge of dissent against the US from lead- 
nd the world who have no reason to wish Saddam 
A that has happened only because of the way Bush 
lucted himself in the matter so far. 
) the way he has proceeded against Iraq, Bush has 
primarii undermined America's emergence as the global 
leader With universal acceptability — an acceptability that 
comes ot out of fear, but out of the belief that no other 
COUNT Y# in the world, at this juncture, can do the job better. 
Ina sense, the single biggest consequence of the mishan- . 
dling ofthe Iraq policy by the Bush administration will be 
the begithning of the end of a unipolar world led by the US. 

Thé French seem to know this intuitively. And that is 
why the French have been at the forefront of the 
opposition to Bush. France has worked ac- 
tively to create what many call the “coali- 
tion of the unwilling”. Francehasnoillu- * 

sions about being a counterweight to 

the US by itself. What it is trying to ac- 

complish is the creation ofa loose op- 
position bloc, with itself at the helm. 

The conventional wisdom is that 

a multipolar world is infinitely prefer- 
able to a unipolar world. A world with 
just a single, dominant power capable 
of pushing its will through in everything 
is dangerous. Moreover, India would fare __ 
far better in a multipolar world because it * 
can then wield its influence much better. 

There is much logic in that line of reasoning. But 
there is also a counterview. In the medium term, defeating 
terrorism and pushing globalisation forward (especially in 
services, where India is doing particularly well) will remain 
India's primary strategic objectives. Both objectives are 
served better if the democracies of the world stand together 
against forces of terror and chaos. The falling apart of the 
coalition against terror cannot be good news for India. On 
globalisation, too, it is not clear that a breakdown of global 
consensus will augur well for India. 

Which is why India's reaction to the US war on Iraq 
should sound a bit like America's advice to India whenever 
tensions between India and its western neighbour rise to 
fever pitch: "Each country has the sovereign right to defend 
its citizens, but are you sure going to war is in your own best 
interest?" We wish Bush and his team had spent a bit more 
time on that question themselves. Es 
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Exit dnd business contacts, even as you travel. 
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Headset^ and snap pictures of those captivating moments 


share them with your loved ones and business cont- 
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